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IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tne. 


A Correspondence School Since 1903 
@ 209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 








ne, 











IBM 











OFFERS TO BUSINESS 


Electric Punched Card Accounting Machines 


Time Recording, 
Indicating and Signaling Systems 


Electromatic Typewriters 


It is IBM’s constant aim to furnish businesses with the finest, 
most modern business machines. Today, IBM equipment, im- 
proved and perfected through extensive research in IBM's lab- 
oratories, is again available to businesses of all types and sizes. 


IBM ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 
speed up management reports to the advantage of all depart- 
ments. This service can be obtained either through machines 
installed in your own offices or on a time or contract basis in 
IBM Service Bureaus. 


IBM TIME RECORDING, INDICATING, AND SIGNALING SYSTEMS 
supply accurate, legible records of the time each employee 
spends on each job as well as daily and weekly attendance time 
records; furnish the correct time for all operations; and signal 
clearly the starting and stopping times of each work period. 


IBM ELECTROMATIC TYPEWRITERS, completely electric in opera- 
tion, enable typists to produce more letters with less effort, as 
well as, at one typing, extremely large numbers of legible 
carbon copies. Specially-designed type gives written thoughts 
their most distinguished appearance. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Avenue, New York 22, N.Y. 
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Fa WESTMINSTER BANK IN ENGLAND—Over 800 branches Ff 
E& | of the Westminster Bonk in England use Burroughs mochines. 
The illustration shows a fully mechanized branch in the Midlands, 
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One reason why you see Burroughs machines wherever you 

go is that Burroughs has always been first in meeting the new 

and changing needs of business and industry with machines 
os of advanced design, construction and operation. Today, 

research into customers’ future requirements—carried on 

in close cooperation with business men the world over— 


¥ F 4 
Burroughs continues at an accelerated pace. More trained, experienced 


engineers and scientists are employed on research and 


= fm ag product development than at any other time in company 
\ IN SERVICE history. This aggressive, forward-looking program is your 


best assurance that Burroughs will continue to be first in 
machines . . . in counsel . . . in service. 
BURROUGHS ADDING MACHINE COMPANY «+ DETROIT 32 





FIGURING, ACCOUNTING AND STATISTICAL MACHINES + MAINTENANCE SERVICE + MACHINE SUPPLIES 



































September 1946 


Vol. 3 No. 3 


THE INTERNAL AUDITOR 


A PERIODICAL OF 
THE INSTITUTE OF INTERNAL AUDITORS, INC. 





CONTENTS 


Auditorially Speaking 5 
National Organization Notes 9 
What Our Readers Think 12 
The President's Page 13 
Necrology 14 
The Fifth Annual Conference 15 
Chapter News 17 
Chapter Meeting Dates and Places 27 
Chapter Directory 28 
Articles of Interest to Internal Auditors 29 
Organizational Responsibilities 

of the Internal Auditor by L. L. Ellis 31 
Horizon of the Internal Auditor by M. C. Conick, C.P.A. 4 
Education and the Internal Auditor by Arthur J. E. Child % 
The Toronto Lectures 

on Internal Auditing by Frank A. Riddell 51 
Some Unusual Problems 

in Inventory Verification by H. W. Elsasser 55 
Publisher’s Note 57 
Biography of Authors 58 
Types of Internal Auditing by Earle H. Cunningham 60 
Report of Industries Committee 61 
Officers and Directors of Tue Instirute 66 
InstiTuTE Committees 68 
Membership by Chapters 71 
Supplemental List of New Members 71 
Transfers and Resignations 74 
Released from Military Service 75 
Employment Section 76 





THE INTERNAL AUDITOR. Owner, The Institute of internal Auditors, Inc. Publication 
office: 39 Atlantic Street, Stamford, Conn. Editorial offices: 120 Liberty Street, New York, 
6, N. Y. Publishers: The Institute of Internal Auditors, Inc. Entered as second class 
matter under the act of August 24, 1912, at the Post Office, Stamford, Connecticut. 
Advertising rate card upon application. Members of The lnstitute < Internal athens 
are invited to submit pers for publication. Charles J. Copyright 
The Institute of internal Auditors, Inc. Issued quarterly co te we first day trol oe 
December, March and June, $1.00 per copy. Subscription $4.00 per year. 

















The Internal Auditor 
























GEORGE LA MONTE & SON 








The Paper That Makes 
Alteration Apparent 


he Monte Safety Paper gives 
clear, unmistakable warning whenever 
an erasure is attempted; tell-tale white 
spots, instantly discernible, warn you that 
here is a check or document that has been 
tampered with. 

No one appreciates the importance of 
catching an error more than the Internal 
Auditor. It is his overall responsibility to 
see that checks, vouchers, requisition 
forms, cash receipts, warehouse records 
and other accounting documents go to 
final audit as written. 

That's why we feel that this particular 
group will find special interest in the 
protection that La Monte Safety Paper 
affords. 

We will welcome the opportunity to be 
of further service. 


NUTLEY, NEW JERSEY 
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AUDITORIALLY SPEAKING 





NOMENCLATURE 


E English language is pecul- 
iarly rich in synonyms. You 
will find in present-day Internal 
Auditing an excellent example of 
the use of the synonym. For in- 


stance, the 


internal auditor is 
sometimes called “Internal Audi- 
tor,” “Auditor,” “Company Audi- 
tor,” “Inspector,” “Examiner,” 
etc. After a quick look at the dic- 
tionary it seems safe to say that 
these designations have practically 
the same meaning. 

We are familiar with the defini- 


tion that an auditor is a hearer, a 


listener, a person appointed and 
authorized to audit or examine an 
account, accounts or a_ business. 
Incidentally, it may be difficult to 
recognize the hearing function in 
an examination, or to observe the 
listening technique in action—yet 
the natural oral questioning that 
takes place during an audit re- 
quires the auditor to listen care- 
fully to the replies to the ques- 
tions. It must be borne in mind 
that the oral questioning of those 
examined is only the outward 


sign of the audit. - There is also 
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Complete, simplified system of 
payroll and cost accounting 
now available to business. . 


Effecting new economies in the three phases of labor 
accounting. 


@ 1 Payroll preparation. 


@ 2 Producing all the necessary payroll records . . . em- 
ployee’s check or envelope, earnings statement, earn- 
ings record, and the payroll journal. 


® 3 Distribution of labor costs. 


While the system varies with the size of the business, it has 
produced outstanding results in organizations employing as 
few as 50 people and for those employing many thousands. 


It will enable you to get your payroll out faster. It will 
provide complete and accurate information on the distribu- 
tion of material and labor costs. It will save you money. 
You'll find it completely flexible, quickly adaptable. 


National’s representatives in co-operation with accounting 
specialists developed this new system after months of study 
of existing methods — their advantages and disadvantages. 
Many firms have already adopted it. 


Whatever the size or nature of your business, there is a 
National system that can save you time and money in all 
your business accounting. 


Be sure to see the National exhibit before you leave the 
Conference. It will pay you to find out how National prod- 
ucts can help you. The National Cash Register Company, 
Dayton 9, Ohio. Offices in all principal cities. 


CASH REGISTERS @ ADDING MACHINES 
ACCOUNTING - BOOKKEEPING MACHINES 


THE NATIONAL CASH REGISTER COMPANY 
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the continuous questioning that 
the auditor applies to himself and 
to the work under examination. 
His own replies to his own ques- 
tions demand a listening attitude. 

A moment ago it was indicated 
that the words or titles designat- 
ing the internal auditor are syn- 
onymous. It is also true that as 
a general rule the words “audit” 
and “examination” may be inter- 
the 


changeably used. However, 


dictionary informs us that the 
word “examination” has a broad- 
er and fuller meaning than the 
indicates that 


word “audit.” It 


an examination is an attempt to 
and by 


careful 


ascertain truth by inquiry 
interrogation; that it is a 
critical 

This 


definition is as good as any when 


search; that it is, also, a 


and accurate inspection. 


we think of what an auditor does, 
or should do, in the course of his 
daily work. Thus the key word 
in internal auditing seems to be 
If this be true— 


a rather strong argument might be 


“examination.” 


advanced in favor of designating 
the person who supervises this ac- 
tivity as “Internal Examiner” 
rather than “Internal Auditor.” 
While admittedly a study of 
nomenclature is most refreshing 
and interesting, it is vastly more 
important for us to remember that 
our job is not to concern ourselves 
too much with titles of individual 
job designations in business; it is 
rather to see that we meet our re- 
sponsibility “four square” in prop- 
erly assuring ourselves that the 
business is functioning in all re- 
spects in accordance with the dic- 


tates and plans of management. 
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Thirty years ago, business regarded 
the auditor only as a liability... never 
as a profit-creating business factor. 


Bor war and sweeping changes in 
the national economy revolutionized 
this philosophy . .. and the status of the 
internal auditor—now a positive asset 
to management. He checks each of the 
complexly interlocked phases of the 


eg es 
MoBee 









a 


It took two wars 
to move him over 






THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
=" 295 Madison Ave., New York 17, N.Y. ... Offices in principal cities 
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business operation... sees to it that 
practice and plan mesh. A profitable 
man to have on management’s payroll 
the internal auditor serves best when 
he has access to current facts. 

McBee is not an auditing firm...but 
with products and methods evolved in 
40 yearsofexperience...aids the internal 
auditor by making fresh facts available 
faster and in more useable form. 

















NATIONAL ORGANIZATION NOTES 


RESEARCH COMMITTEE 


HE following resolution adop- 

ted by the Board of Directors 
at a meeting on May 14th, fol- 
lowing study of the matter by the 
Advisory Committee, the Chapter 
Activities Committee and the 
Director of Research, will be of in- 
terest to all members: 


“Resolved, That the Board ap 
prove a policy of conducting re- 
search work on selected topics of 
interest to internal auditors on a 
national basis; and that in order 
to accomplish this objective, a Re- 
search Committee is authorized . 
with the Director of Research as 
Chairman, to formulate topics of 
research and to direct and co 
ordinate the studies of the topics 
determined, and be it further 


“Resolved. That the Director of 
Research is authorized to nom 
inate any number of members to 
the Research Committee, which 
in his judgment are required to 
expeditiously carry forth the ob- 
jectives of the Committee and that 
appointments to the Committee 
will be made by the President, 
and be it further 


“Resolved, That the several stud- 
ies which the Research Commit- 
tee determines should be made 
shall be performed by Sub-Com- 
mittees the membership in which 
shall be appointed by the Director 
of Research, and be it further 


“Resolved, That the performance 
of research studies under the Re- 
search Committee, on a_ national 
basis is not to be deemed a limi- 
tation, in any way, on the activi- 
ties of any other Committee of 
Tue Institute or of any of the 
activities of Chapters nor shall the 
establishment of a national Re- 


search Committee abate or limit 
the prerogatives of Chapters to 
govern — authorize the appoint- 
ment of local committees and to 
decide the programs and_ topics 
for Chapter meetings, and be it 
further 


“Resolved, That the results of the 
studies conducted under the de- 
termination, direction and guid- 
ance of the Research Committee 
be utilized for publication in The 
Internal Auditor and at the An 
nual Conference, and in such 
other ways as may be deemed ap 
propriate by the Research Com 
mittee.” 


Dr. Victor Z. Brink, Director 
of Research, has been working 
with the Advisory Committee in 
perfecting a plan of committee 
and sub-committee organization 
and a distinguished committee is 
being appointed to serve with Vic. 
It is anticipated that completion 
of committee organization, selec- 
tion of specific projects for sub- 
committees and appointment of 
sub-committees will be announced 
before or at the time of the An- 
nual Conference. 


INTERNAL AUDITORS REPRE- 
SENTED AT EIGHTH ANNUAL 
INSTITUTE ON ACCOUNTING 
AT OHIO STATE UNIVERSITY 


As the Annual Institute on Ac- 
counting conducted by Ohio State 
University at Columbus presents 
on the two-day. program the heads 
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JOIN 


The National Association . . . 
... of Tax Accountants 


The National Association of Tax Accountants encourages 
and fosters high ethical standards in the tax accounting 
profession, the recognition of wofthiness and the dignify- 
ing by each tax accountant of his occupation in dealing 
with his clients, associates and the community in which 
he serves. 

Fellow tax accountants all over the nation seek your co- 
operation and invite your inquiry as to membership re- 
quirements. 





WRITE FOR DETAILS 


NATIONAL ASSOCIATION OF TAX ACCOUNTANTS 
1130 WEST OLYMPIC BLVD. LOS ANGELES 15, CALIF. | 











CHANGES OF ADDRESS 


Institute Members | 


The Secretary’s office reports that there is a consider- 
able amount of returned mail for the reason that members 
have failed to advise that office currently of changes in 
address. 


All members are, therefore, urged to advise the Secre- ) 
tary’s office promptly of any changes of address in order 
that all mail will properly reach them. 
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of the leading national organiza- 
tions in this field, Toe Inst1TuTE 
or INTERNAL AUDITORS may re- 
cord here with some satisfaction 
representation this year for the 
first time on this unique program. 

Curt Atkisson, who gave a paper 
on “Organization for Effective 
Auditing” on May 17th, reports a 
most interesting, well-run meet- 
ing and opportunity for informal 
exchange of ideas with the other 
speakers, including arrangements 
made with Eric L. Kohler, Presi- 
dent of the American Accounting 
Association, for cooperative work 
by the Educational Committees of 
the two organizations on review- 
ing the status and place of inter- 
nal auditing in the curricula of 
university schools of business. 

At the request of the Chairman 
of the Department of Accounting 
of Ohio State University, who has 
set tentative dates for the Insti- 
tute on Accounting for next year, 
Curt is recommending to the 
Board of Directors that Tue In- 
STITUTE OF INTERNAL AUDITORS 
again participate in this signifi- 
cant program and occasion. 


INTERNAL AUDITORS IN 
OTHER PUBLICATIONS 


An article by Arthur J. E. 
Child, Second Vice-President, es- 
pecially prepared for the Journal, 
appeared in the July issue of The 
Journal of Accountancy. Entitled 


“Cost Accounting for Beef and 
Hog Operations,” the article des- 
cribed and illustrated the cost ac- 
counting methods and procedures 
developed by accountants to meet 
the specialized operating require- 
ments of the meat-packing in- 
dustry. 


INTERNAL AUDITORS 
FEATURED IN 
NATIONAL ADVERTISING 


Internal auditors will be inter- 
ested to know that at the request 
of representatives of L. E. Mc- 
Givena & Co., advertising agents 
for The McBee Company, your 
officers have furnished some ma- 
terial and suggestions for the copy 
on ads that will be run in Sep- 
tember and October issues of mag- 
azines having a national circula- 
tion of over 750,000. These two 
ads will feature the internal audi- 
tor in same way that recent ads 
of The McBee Company have 
featured the “public accountant” 
and the “modern accountant.” 


NEW CHAPTERS 


As will be noted in the Chapter 
Directory and other sections of 
this issue of The Internal Auditor, 
two new Chapters have been or- 
ganized. One in Flint, Michigan, 
known as the Saginaw Valley 
Chapter, was authorized as of 
May 21, and one in St. Louis was 
authorized as of June 24. Con- 
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gratulations are in order for the 
members in these areas and for 
the new Chapter officers and gov- 
ernors, and TuHeE_ INsTITUTE’s 
thanks may appropriately be re- 
corded here to Joseph J. Clair, 
Chairman of the Membership and 


Chapter Formation Committee, to 
the sponsoring group in Detroit 
headed by Charles J. Ghesquiere, 
and to the group in Chicago, 
headed by Gordon G. Crowder, 
that sponsored the St. Louis Chap- 
ter. 





NOTE: 


of our readers. 


insofar as space will permit. 





WHAT OUR READERS THINK 


With this issue of our Quarterly we introduce 
a section which will hereafter be devoted to airing the views 
Suggestions tending to the improvement of 
our official publication; the pros and cons of argumentative 
subjects; all of the matters concerning which any reader 
may wish to express his views, will be given print herein 


Ep. 








Max Kenyon leads off with the following: 


Why not ask Chairmen of Chapter Editorial Committees to try 


to find out (either by personal contact, as part of a monthly program, 


or by means of a poll) what members think of The Internal Auditor? 


Ask them what they like about it, what they don’t like, and what kind 


of articles they would like to see given publication. 





























THE PRESIDENT’S PAGE 


RESEARCH 


NDER National Organization 
Notes is carried an an- 
nouncement regarding the Re- 
search Committee that has been 
authorized by the Board of Direc- 
tors. You will be interested in 
reading there the text of the 
Board’s resolution and the brief 
notes as to the progress that is be- 
ing made in organizing this new 
activity in Tue INnstiruTe. 

In a time when individual cor- 
porations are spending millions for 
research and our national defense 
departments through the service 
branches and leading universities 
are talking in terms of billions for 
research — for developments in 
nuclear physics and their appli- 
cation in atomic power and inter- 
continental rocket warfare — per- 
haps we are rash to label our ef- 
forts as research. But research it 
is to be. Besides, we had our own 
Director of Research, Dr. Victor 
Z. Brink, long before most of us 
ever heard of atomic research, and 
now that we have him back from 
the Army we'll back Vic against 
the field of learned doctors, to 
guide his forces to interesting en- 
deavor and satisfying accomplish- 
ment. 

The resolution of the Board of 
Directors authorizing the Research 


Committee was adopted after sev- 
eral weeks of work in exploration 
of the idea by the Advisory Com- 
mittee, the Chapter Activities 
Committee and the Director of Re- 
search, and after soliciting the 
views of the entire membership 
of the Board, particularly Chapter 
Presidents, and after full discus- 
sion at a well-attended Board 
meeting. Under the terms of the 
broad policy established by the 
resolution, the Director of Re- 
search has been working out, with 
the advice and counsel of the Ad- 
visory Committee, the form of 
committee and sub-committee or- 
ganization that seems best adapted 
to carrying out the principal ob- 
jectives. 

With certain major exceptions, 
as with individual Chapters that 
have given lecture courses on in- 
ternal auditing and have under- 
taken study group and research 
projects, the committees and work 
of the National organization and 
Chapter organizations heretofore 
have been concerned largely with 
administrative matters, relations 
with other organizations, annual 
conference, Chapter programs and 
meetings, admission and member- 
ship matters and annual and 
quarterly publications. 


The Re- 
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search Committee plan provides a 
further opportunity for Tue IN- 
STITUTE to increase its usefulness 
to its members and to American 
business, through enriching the 
value of the existing activities and 
through distinct contributions to 
our knowledge of the field of in- 
ternal auditing. 

Soon Chapter Presidents will be 
asked to nominate Chapter repre- 
sentatives for appointment to Re- 
search Sub-Committees assigned to 
undertake definite research pro- 
jects. In some cases the Chapter 
President will appoint aides to 
assist the Chapter representative. 
In each instance the Director of 
Research and the Chapter Presi- 


dents will hope to get the services 
of the members best qualified for 
the work. 

To the members selected, and 
who accept these assignments, it 
seems safe to assure them that, 
based on our experience with oth- 
er committees and work of Tue 
InstiTuTE, they will be amply re- 
paid for their time and efforts— 
through better acquaintance with 
some of the problems of internal 
auditors, through the satisfaction 
obtained from a job well done, and 
through learning anew the values 
in joint endeavor, that two view- 
points or ideas plus two more often 
make ten good ideas, not four. 








of our Members: 


the New York Chapter. 





NECROLOGY 


It is with deep regret that we announce the passing of three 
Mr. William G. Klenk, who was a Mem- 
ber of the Philadelphia Chapter; Mr. Joseph F. Welch, who 
was a Junior Member of the Los Angeles Chapter; and Mr. 


Clarence E. Eisenmann, who was an Associate Member of 
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THE FIFTH ANNUAL CONFERENCE 


THE INSTITUTE OF INTERNAL AUDITORS 


THE TIME—October 6, 7 and 8th. 
THE PLACE—The Hotel Roosevelt, New York City. 
THE AGENDA— 


Sunday Afternoon, October 6th— 
Reception. 


Monday Morning, October 7th— 
Annual Business Meeting and election of Officers and Directors for 
the Year 1946-47. 

Monday Afternoon, October 7th— 


First Conference Session on the “Objectives of Internal Auditing.” 


Monday Evening, October 7th— 
The Annual Dinner with an address on a topic of importance to 
modern business by a speaker of prominence. 

Tuesday Morning, October 8th— 
Second Conference Session on “The Organization and Operation 
of Internal Auditing.” 

Tuesday Noon, October 8th— 


Luncheon Session at which three short addresses will be made by 
the executive officers of the three organizations representing Con- 
trollers, Public Accountants and Cost Accountants. 


Tuesday Afternoon, October 8th— 
Third Conference Session on “Coordination with Public Account- 
ants.” 
EXHIBITS 


The Conference will afford an opportunity for those attending to 
see the developments in post-war equipment and systems being 
offered by the leading manufacturers. We have all heard of the 
improvements and innovations which necessity and the need for 
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greater efficiency created during the war years. This will be one 
of the first public exhibits of this equipment in attractive and in- 
formative displays. 


HOTEL ACCOMMODATIONS— 

Because of the United Nations sessions which will be held in New 
York during the fall it is strongly urged upon those who will at- 
tend the Conference that they make reservations with the hotels 
of their choice at dates well in advance of the Conference. Any 
delay in this matter may cause difficulty in securing good accom- 
modations. A_block of reservations has been secured by Tue In- 
STITUTE but this may not be quite sufficient to accommodate all 
those who wish to attend, therefore, we are urging the placing of 
as many independent advance reservations as possible. 


More detailed information on the Conference will be sent to mem- 
bers later. In the meantime, don’t forget to make both hotel and travel 
reservations. 


ADDRESS YOUR LETTERS FULLY AND COMPLETELY 


In banks it is a rather frequent occurrence to receive a letter ad- 
dressed simply to the bank without sufficient description of the subject 
to allow the letter to be directed to the right department. 


In large organizations it is a problem, and in a branch system 
further complications result. 


A reply letter should be addressed to the man who signed the 
original letter, or its address should include initials or reference cap- 
tions. 


(Upon the suggestion of the N. A. B. A. C. “Committee for Cooperation with 
Other Organizations,” we print the above notice herein. The committee pointed out 
that it would endeavor to have a similar notice appear in publications of other 
organizations. ) 
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CHAPTER NEWS 


CHICAGO CHAPTER 


FFICERS and governors for 

the ensuing year were elec- 
ted at the last official business 
meeting of the members held in 
May. Mr. L. R. Haas, Auditor, 
Chicago Title & Trust Company, 
who has been very active in pro- 
moting Chapter activities since the 
date of its inception, was elected 
President. Mr. W. L. Alstrin, 
Auditor, Aldens, Inc., was elected 
Vice-President. The newly elec- 
ted officers and governors assumed 
their respective responsibilities 
immediately and a very interest- 
ing and instructive Chapter year 
is forecast under their energetic 
leadership. 

The annual Chapter golf party 
was held June 27th at Medinah 
Country Club. The popularity of 
the party was attested by a very 
fine turnout of members and 
guests notwithstanding a blazing 
sun and temperature in the upper 
nineties. Good fellowship was the 
keynote for the day and, needless 
to say, a good time was had by all. 

Although Chicago Chapter does 
not hold meetings of members 
during July and August, monthly 
meetings in these two months are 
held by the officers and governors. 
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Appointees to committees are be- 
ing considered as are the programs 
to be presented at the meetings of 
members during the ensuing year. 
In addition, plans are being form- 
ulated to secure new members 
from representative companies not 
presently included in the Chapter 
roster. A campaign to secure ad- 
ditional junior members is also be- 
ing planned; and we hope to secure 
these from the com- 
represented in the 
Chapter as it is believed that this © 
class of membership is particular- 
ly desirable in order that we may 
continue to build up our profes- 
sion in accordance with plans of 
present leaders. 

Meetings of members will con- 
tinue to be held at the Bismarck 
Hotel during the ensuing Chapter 
year on the third Tuesday of each 
month; the first meeting to be on 
September 17th. 

Our congratulations to Gordon 
Crowder who has been promoted 
to Asst. Vice-President, Peabody 
Coal Company; to L. Hammer- 
strom who has been promoted 
from Auditor to a Second Vice- 
President, Continental Illinois Na- 
tional Bank & Trust Company; to 
C. J. Hill who has completed his 
fortieth year with The Peoples 


members 


panies now 
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Gas Light and Coke Company, the 
last eighteen being in the capacity 
of Auditor; and to C. D. McDaniel 
who was recently made a Partner 
with, Arthur Andersen & Co. 


CLEVELAND CHAPTER 


To generate enthusiasm 
Tue Instirute in Akron, 
Chapter held its April meeting in 
that city. We are, therefore, glad 


for 


this 


to announce that the application 
of Mr. F. M. Kassinger of The 
General Tire Rubber 
pany of Akron has been accepted. 

On the other hand, we regret 
to announce the 
.-Mr. J. Anderson member- 
ship, and the of Mr. 
Dwight Davidson to the Joliet, 
Illinois, Division of The American 
Steel & Wire Company, as Super- 
visor of the Wire and Wire Prod- 
ucts Accounting Department. 

At our final meeting before 
summer recess, Mr. D. H. John- 
son, Pickands Mather & Co.. our 
newly elected President, briefly 


and Com- 


withdrawal of 
from 
transfer 


reviewed the year’s meetings and 
achievements, and outlined the 
plans for next year. 

A gift for our retiring Presi- 
dent, Mr. L. H. Norton, National 
Screw & Mfg. Co., was presented 
by Mr. H. C. Lemke, Sherwin- 
Williams Co., newly elected Vice 
President. 

The Cleveland Chapter will 
meet the fourth Wednesday of each 


month beginning again in Sep- 


tember. The meetings begin at 
6:00 p.m. at the Hotel Hollenden. 
Last year we had members from 
several other Chapters as visitors, 
and hope that many more will 
favor us with their presence when 
they are in our vicinity. 


DAYTON CHAPTER 


At the final meeting of the sea- 
son, July 22, when we held our 
annual picnic, the new panel of 
officers was elected for the fiscal 
year 1946-47. The results of the 
election were: President, Arthur 
C. Chesney, Jr., Chas. Sucher 
Packing Co.; Vice President, Rob 
ert M. Gardner, Inland Mfg. Div.. 
GMC; Secretary, Chester L. Bak- 
Kurz-Kasch, Inc.; Treasurer. 
Veryl E. Kinzig, Dayton Power & 
Light Co.; and Governors, Myron 
Kem, Robert Crawford and Thom- 


as Simpson. 


er, 


Various members of the Chap- 
ter have been approached recently 
by authorized representatives of 
the University of Dayton and the 
local Y.M.C.A. branch as to the 
possibility of 
classes in auditing at both insti- 


their conducting 
tutions during the coming school 
year. The idea was discussed by 
the members, and in view of the 
National Organization’s desire and 
tenet to enhance the level of in- 
ternal auditing by the promulga- 
tion and dissemination of sound 
and accepted auditing principles, 
decided to 


it was endeavor to 

















fashion a well-rounded course to 
fit the requirements of the insti- 
tutions. As the Chapter is for- 
tunate in being composed of mem- 
bers having experience in every 
phase of accounting and auditing, 
the idea was conceived of having 
the course delivered by a staff of 
members, each of whom would 
lecture on the phase in which he 
particularly specialized. By this 
method it was felt that the maxi- 
mum value would be derived from 
the course by the student body. 
After further analysis, a plan of 
this nature is to be crystallized 
and presented to the schools for 
their consideration. 

One of the primary aims of the 
Chapter has been and still is the 
limiting of the membership to 
those individuals from whom it is 
felt the Chapter as a whole would 
obtain the most benefit. and to se- 
cure as wide an industrial diversi- 
fication of membership as pos- 
sible. The wisdom of this prin- 
ciple has been clearly demon- 
strated in several instances during 
the past year. All the larger in- 
dustries of the city are well rep- 
resented by members at present. 
and it is our intention next year 
to screen the prospects for mem- 
bership from the smaller plants 
and adjacent towns with a view 
to accepting those whom we feel 
could contribute to the growth and 
welfare of our Chapter and the 


principles for which it stands. 
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Plans are under way for the 
arranging of an informative and 
enjoyable meeting schedule for 
next year, and the retiring board 
of officers extends the new panel 
every wish of success. 


DETROIT CHAPTER 


At our regular monthly meet 
ing, held on April 23, 1946, Mr. 
W. E. Slater, Manager, Special 
Service Department of Ernst & 
The sub- 
ject was one of interest to all In- 
ternal Auditors; “Manufacturing 
Costs as Reviewed by the Internal 
Auditor.” His talk was followed 
by a lively discussion as to the ex 
tent to which the Internal Audi- 
tor should review manufacturing 
costs. 


Ernst, was the speaker. 


A general discussion was held at 
the regular meeting on May 28, 
1946. The panel of experts in 
cluded: Byers Burlingame, Frank 
J. Coykendall, Charles J. Ghes- 
quiere, M. R. Jerome, Thomas W. 
Kimmerly, A. L. 
Arthur E. Toy. Questions were 
submitted by the membership for 


Simpson and 


answers by the panel, and a lively 
and prolonged discussion ensued. 
Comments from the members in 
dicate that panel discussions re- 
sult in a lively form of meeting 
and provide information on a 
variety of subjects. 

The May 28th meeting marked 
the end of the term of office for 
the 1945-46 


Thomas 


President. 
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W. Kimmerly, of Burroughs Add- 
ing Machine Company, who was 
presented with a fine brief case 
in appreciation of the excellent 
leadership which he has given the 
Chapter during the year. 

The following are the officers 
for the 1946-47 year: President, 
Earle H. Cunningham; Vice Pres- 
ident, Byers Burlingame; Secre- 
tary, Dan H. Butler; Treasurer, 
Fred W. Stangee; Governors, 1 
year, Frank J. Coykendall, James 
M. Cleland, Charles E. Hamilton; 
2 years, George W. Hyatt, A. L. 
Simpson; 3 years, Albert F. 
Knowles, Harris R. Symes. 

The meetings of the Detroit 
Chapter will be held as they have 
been in the past at the Wardell- 
Sheraton Hotel, on the 4th Tues- 
day of each month, starting in 
September and ending in May. 


LOS ANGELES CHAPTER 


A total of seventy-four members 
and guests attended our May 14th 
meeting to hear Arthur H. Kent's 
address on the subject of “The 
Selection and Development of an 
Internal Auditing Staff.” Mr. 
Kent’s address proved to be as in- 
teresting and instructive as we 
had anticipated. 

At our June 11th meeting, Dr. 
Walter Meigs, of the University of 
Southern California, addressed the 
Chapter on the subject of “Some 
Problems in Analyzing Financial 
Statements.” 





The June meeting closed a very 
successful year. Under the guid- 
ing hand of R. L. Cain, Jr., and 
his able assistants on the various 
committees, the membership has 
grown to 108, with several new 
industries represented. The qual- 
ity of the programs insured good 
attendance at the meetings. 

We congratulate George Wray, 
who has just been appointed As- 
sistant Chief Accountant of the 
Douglas Aircraft Company, Inc. 


MIAMI CHAPTER 


At the May meeting of the 
Chapter, a fiscal year beginning 
June ist and ending May 3ist, 
was adopted. Plans were made 
to develop a generally interesting 
program covering all phases of in- 
ternal auditing for the coming 
1946-47 season. 

Officers elected for the new year 
are: President, Ralph Ayers, 
Sears, Roebuck Co.; Vice-Presi- 
dent, George Shaw, Director of 
Finance, City of Miami; Treasur- 
er, H. P. Roberts, Auditor, J. P. 
Riddle Co.; Secretary, K. F. And- 
erson, Comptroller, Belcher Oil 
Co.; Board of Governors, Professor 
J. M. Keech, University of Miami, 
E. H. Radloff, Comptroller, 
Wometco Theatres, J. D. Trahey, 
Comptroller, Tooley-Myron Stu- 
dios. 

H. D. Davis was elected Chair- 
man of the Admissions Commit- 
tee; W. A. Filer was elected 

















Chairman of the Membership 
Committee; J. D. Trahey was 
elected Chairman of the Chapter 
Activities Committee, and Chair- 
man of the Editorial Committee. 


MONTREAL CHAPTER 


We reached the end of our sea- 
son on June 27th when our An- 
nual Meeting was held. This was 
followed by a golf tournament. 

Officers and Governors elected 
for the coming year are: Presi- 
dent, Reginald Uden; Vice-Presi- 
dent, R. A. Taylor; Secretary, T. 
L. Redfern; Treasurer, H. W. 
Joyner; Governors, J. A. Desroch- 
ers, W. F. Quayle, F. A. Cooper. 

Plans, now in preparation for 
next season, include a course in 
Internal Auditing, to be prepared 
by an Educational Committee, and 
to be given as a series of lectures 
which we hope to institute at Mc- 
Gill University. We are also 
contemplating the organization of 
a study group for our Junior 
Members. 

Kenneth W. Atkisson, of the 
Dominion Rubber Co. Ltd., is 
chairman of the Program Commit- 
tee for the coming season, and we 
are looking forward to some ex- 
ceedingly interesting meetings. 

We now have a membership of 
45, an increase of 24 for the year. 


NEW ENGLAND CHAPTER 


At the New England Chapter 
meeting in May, Mr. Charles E. 
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Gleason gave an interesting talk 
on cost control through flexible 
budgets as practiced at the Syl- 
vania Electric Products Company. 

With that meeting the Chapter 
closed its first year, and the re- 
sults have been a tribute to the 
enthusiasm and executive ability 
of President Paul Tierney. With 
a membership in Tue Institute 
of only seven men, and those sev- 
en widely scattered through New 
England, some of us questioned 
the advisability of attempting 
Chapter organization last Fall, 
but we now have a membership 
of thirty-three with all meetings 
well and enthusiastically at- 
tended. 

Our September meeting is tent- 
atively set for the third Tuesday 
at the Hotel Vendome with the 
election of officers for the ensuing 
year. Plans for the Fall include 
the one-day forum on Internal 
Auditing at Northeastern Univer- 
sity in Boston, postponed from the 
late Spring. 


NEW YORK CHAPTER 


The annual meeting of the New 
York Chapter was held at the 
Hotel Sheraton, on May 28, 1946. 
The following officers were elected 
for the fiscal year 1946-1947: 
President, Herbert C. M. Cobb, 
Worthington Pump & Machinery 
Corp.; Vice-President, Joseph E. 
Glass, Guaranty Trust Company 
of New York; Treasurer, James J. 
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Gannon, Consolidated Edison 
Company of New York; Secretary, 
John R. Donelik, Prudential In- 
surance Company. There were 
four governors elected for a three- 
year term; Max A. Kenyon, Col- 
gate Palmolive-Peet Company, J. 
K. Laurentz, Brooklyn Union Gas 
Company, and Frank B. Nicholson 
(to succeed Charles E. Lawton, 
Jr.; Taca Airways Agency, 
Charles S. Webster, National Bis- 
cuit Company, and Jas. J. Wilson, 
Kennecott Copper Corp.) John A. 
Lacey, American Machine & 
Foundry Company is to continue 
in office. 

At 


the meeting was turned over to 


the conclusion of business, 


discussion leader Pete Buzanga, 
and a panel consisting of Messrs. 
Adams, Lacey, Schlenker and 
Schofield, dealt with the subject 
of the evening: “Information, 
Please.” A very lively and in- 
teresting discussion on several as- 
pects of internal auditing took 
place. 

A warm welcome was extended 
to Associate Member 
Member 
Scharffenberger, recently returned 
with the 
It was a great pleasure 


Leonard 


Price and George T. 


from service Armed 
Forces. 
to offer our congratulations to 
Max Kenyon on his recent pro 
motion to Assistant Comptroller of 
Colgate Palmolive-Peet Company. 

The panel discussion type of 


meeting has been enthusiastically 





received by the membership, and 
it has been decided that this will 
be continued during the ensuing 
with certain 
which is hoped will increase the 
interest of the membership. 


year, modifications 


PHILADELPHIA CHAPTER 


The May 13th 
last of the season, was one of our 
Our speaker was the Na- 
tional Second Vice-President, Mr. 
Arthur J. E. Child. His subject, 
“Development and Organization 
of an Audit Department,” was 


meeting, our 


best. 


both interesting and instructive. 
A brief but excellent sketch of the 
political and social structure of 
the Dominion of Canada was also 
given by Mr. Child. 

Among our guests were the Na- 
President, Mr. Curtis T 
Atkisson, who brought us up to 
date on INstITUTE progress, and 
Mr. Arthur E. Hald, First-Vice- 
President, who gave us a preview 
of plans for the Fifth Annual Con- 
ference. 


tional 


The following members were 
elected to serve as officers during 
the coming year: President, 
Frank M. Fisher, Lehigh Coal & 
Navigation Co.; Vice-President, 
James P. Miller, Jr., Atlantic Re- 
fining Company; Secretary, Jo 
seph A. Rohm & 
Haas Company; Treasurer, 
George W. Mann, The Budd 
Company. 


Drummond. 


The following members were 
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elected to serve as Governors: J. 
Sherman Ryan, Hajoca Corpora- 
tion; Lloyd A. Colvin, Philco Cor- 
poration; Earl A. Green, Arm- 
strong Cork Company. 

The Philadelphia Control of 
The Controllers Institute invited 
us to join them at their Annual 
Outing in June, held at the Phila- 
delphia Country Club, Spring 
Mill, Pa. The golfing was good, 
the dinner, entertainment and 
prizes were excellent, and a good 
time was had by all. 

Applications for membership 
were approved during this quarter 
for the following: Jacob Newton 
August, Radio Corporation of 
America; William A. Hennegan, 
The Pennsylvania Company; Wil- 
liam H. Jones, Penn Mutual Life 
Ins. Company; Robert F. McCam- 
mon, Girard Trust Company; 
John W. Mullikin, The Philadel- 
phia National Bank; Fred W. 
Schmitt, Penn Mutual Life Ins. 
Company. 

Mr. Harry Moore has trans- 
ferred his membership to the 
Pittsburgh Chapter. Our best 
wishes go with him. 


PITTSBURGH CHAPTER 


At the May meeting, Institute 
President, Curtis T. Atkisson, de- 
livered to an appreciative audi- 
ence an interesting and educational 
address on the subject “Organiza- 
tion for Effective Auditing.” We 
were happy to have our President 
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with us, and hope we may have 
the pleasure of more such occa- 
sions. 

The officers and committee 
chairmen have outlined an am- 
bitious program for the new year, 
and while our sights are high, 
there appears to be no reason for 
apprehension as to success. 

A comprehensive survey is con- 
templated of the many leading 
business concerns in the extensive 
Pittsburgh area with the view to 
determining appropriate candi- 
dates for Institute membership. 
With this information, it is ex- 
pected the Chapter roster will be 
increased to fifty members by late 
Fall. This will involve enroll- 
ment of twenty-one new mem- 
bers. 

Encouraging progress has been 
made in the plan to engage speak- 
ers who will bring us addresses of 
the greatest interest and educa- 
tional value. Our new Chapter 
President, W. A. Walker, in his 
position of Audit Supervisor for 
United States Steel Corporation, 
is particularly well qualified in 
this respect, as is demonstrated 
by the arrangement for a joint 
meeting with N.A.C.A. in Decem- 
ber, when Victor Z. Brink will 
speak on the general subject “Joint 
Interest of Cost Accountant and 
Internal Auditor.” 

Risking the accusation of being 
boastful, we believe our Chapter 
has excellent prospects for the fu- 
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ture, and should soon become one 
of the leading organizations of 
Tue INSTITUTE. 


SAGINAW VALLEY 
CHAPTER 


The Board of Governors met on 
July 29th and determined that for 
the ensuing year nine speakers 
would be programmed, six selected 
locally and three from outside the 
Organization. 

Rex Soule was elected Chair- 
man of the Program Committee 
and, with Harry Martin, will 
make up and submit a tentative 
program for the year. 

Regular meetings are to be held 
on the third Tuesday of each 
month, and will be resumed on 
September 17th. 


SAN FRANCISCO CHAPTER 


At the meeting of May 8th, Mr. 
A. B. Tischenor, Industrial Rela- 
tions Director of Matson Naviga- 
tion Company, gave a paper “An 
Industrial Relations Audit.” Some 
interesting points were developed 
by the speaker. 

Mr. Arthur H. Kent, our Presi- 
dent, gave two presentations of 
his paper “The Selection and De- 
velopment of an Internal Audit- 
ing Staff’: on May 14th at a 
meeting of the Los Angeles Chap- 
ter, and at our own meeting held 
June 12th. Mr. Kent’s paper was 
highly interesting and informing 


throughout; but his final renm.arks 
are well worth remembering: 


“In the final analysis, the 
ultimate achievement is not in 
the mere doing of things—for, 
generally, they pass and are 
forgotten—but in the training 
and developing of men, who, in 
turn, shall teach others what 
they have learned from you, 
and, so, your influence shall 
carry into the future.” 


ST. LOUIS CHAPTER 


The St. Louis Chapter was or- 
ganized at a meeting held at the 
Missouri Athletic Club, St. Louis, 
on June 20, 1946, with the assist- 
ance of Messrs. G. G. Crowder, 
C. Hill and E. L. Larson of the 
Chicago Chapter. Eleven full 
members and one associate were 


present. 
The following officers were 
elected: President, J. G. Louis, 


McDonnell Aircraft Corp.; Vice 
President, J. C. Meyers, Union 
Electric Co.; Secretary, C. B. Ben- 


nett, Wagner Electric Corp.; 
Treasurer, W. P. Jeanelle, Boat- 
men’s Bank; Governor, H. R. 


Cuthbert, Bemis Bag Co. 

The second meeting of the 
Chapter was held at the Statler 
Hotel, July 11, 1946, with 14 mem- 
bers and 6 guests present. Plans 
made for obtaining new 
members, and it is hoped that 20 
new members can be signed up 
before the August meeting. Mr. 


were 
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W. C. Hillix, Resident Auditor, 
AAF, Western Division, gave an 
interesting talk on “The [mport- 
ance of Internal Control.” 

“The Relationship between In- 
ternal and External Auditing” 
will be the subject of a discussion 
led by Messrs. Benjamin F. Jack- 
son and Adolph W. Hebrank of 
Price, Waterhouse & Co., at the 
meeting of August 8, 1946. 

The regular monthly meeting 
of the St. Louis Chapter will be 
held on the second Thursday of 
each month. 


TORONTO CHAPTER 


The Second Anniversary Din- 
ner of Toronto Chapter was held 
at the Royal York Hotel on Fri- 
day, April 26, 1946. This was 
the outstanding meeting of the 
year. 

Mr. Earle 
Cunningham, General Motors 
Corp., Detroit; Mr. W. F. Frisby, 
Eastern High School of Com- 
merce; Mr. W. J. Keenan, Presi- 
dent, Toronto Chapter, N.O.M.A.; 
Mr. C. A. Patterson, President, 
Ontario Institute of Chartered 
Accountants; Mr. F. A. Cooper, 
President, Montreal Chapter, I. 1. 
A., and Mrs. Earle Cunningham. 

President Frank Riddell pre- 
sided. In brief, the proceedings 
were as follows: (a) Toast to the 
King, President Truman, and the 
U.S.A.; 


c) Resumé of activities- 


Special guests were: 


b) Welcome to guests; 
1945- 


46; (d) Brief description of the 
accomplishments of the lecture 
course at University of Toronto, 
and presentation of volumes- 
“Auditing Procedure” by Eggle- 
ston, to the four lecturers, Messrs. 
Child, Townsend, 
Blair. 

Mr. A. J. E. Child introduced 
the speaker of the evening, Mr. 
Earle Cunningham, whose sub- 
ject, “The Organization and Man- 
agement of an Internal Auditing 
Department,” was discussed in an 
extremely able and 
manner. 

The affair concluded with the 
introduction of the 


Kidner and 


interesting 


Chapter’s 
guests, who expressed their pleas- 
ure at being present. 

The Annual Meeting of the 
Chapter was held on Friday, May 
31, 1946, Mr. Riddell presiding. 
There were twenty members and 
seven guests present. 

The Chairman extended a wel- 
come to the guests and also to two 
new members: Mr. C. L. Guest, 
Somerville Limited, London; Mr. 
H. L. Vincent, Toronto General 
Trusts Corporation. 

One application for membership 
was reported: Mr. George Rich- 
ardson, The Dominion Bank. 

The following reports were then 
tabled: (1) The Treasurer's re- 
port; (2) Report of Nominating 
Committee. 

The results of the election 


which followed were: President, 
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W. J. L. Townsend; Vice-Presi- H. L. Vincent, Mr. H. S. Saint- 
dent, George Appleton; Secretary, hill, Mr. F. V. Harding, Mr. E. 
D. F. Bissonnette; Treasurer, B. Paterson. The interesting views 
A. Cockburn; Governors, A. J. E. expressed aroused considerable 
Child, L. G. Geering, F. A. Rid- discussion, and the meeting proved 


dell. 


the chair and announced the sub- 
ject for the evening: “What Qual- 
ifications are Required by an In- 
ternal Auditor.” The speakers, 
all of whom were first-year mem- 1945-46 season was 517, with an 
bers of the Chapter, were: Mr. average attendance of 55 per 
E. J. Carter, Mr. C. L. Guest, Mr. meeting. 


son. 

The Chapter takes pride in stat- 
ing that total attendance at the 
nine meetings held during the 





A REMINDER TO US 


(The following is reprinted through the courtesy of Mr. Rex Stout, Editor-in- 
chief of Authors’ League Bulletin, official publication of The Authors’ League of 
America, Inc.) 


BEAM IN OUR OWN EYE 


“We wouldn’t have believed this if we hadn’t heard it from several 
sources. Editors, it seems, are increasingly disturbed by the careless, 
untidy and even illegible manuscripts they are now receiving, especial- 
ly from some of the best of the younger writers. Young writers who 
sell some of the leading magazines submit manuscripts with no mar- 
gins, typed with an old, faint ribbon, sloppily — or not at all — edited; 
manuscripts in which the last line of typing runs off the bottom and 
disappears tantalizingly, manuscripts which are so heavily interwritten 
by hand that editors must sometimes turn them around like a Victorian 
letter, to find out what the author is trying to say. Inexperience no 
doubt accounts for some of this carelessness, but a distressing amount 
of it must be laid at the door of writers who have, to our knowledge, 
sold up to twenty-five articles to national magazines. At a time when 
authors are vigorously, and rightly, protesting the length of time some 
editors take to read their manuscripts, this sloppiness tends to under- 
mine the authors’ whole case for more speed and efficiency in magazine 
offices.” 
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CHAPTER MEETING DATES AND PLACES 


T= following list of meeting dates and places has been compiled 
for the benefit of itinerant members of Tue InstrrurTe. 


Chapter 


CHICAGO 
CLEVELAND 
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Detroit 

Los ANGELES 
MiaM1 
MonTREAL 
New ENGLAND 


New York 


PHILADELPHIA 
PirrsBURGH 
SacGINAW VALLEY 
San FRANCISCO 
Sr. Louis 


Toronto 


Meeting Date 
Third Tuesday 


Fourth Wednesday 
Fourth Monday 
Fourth Tuesday 
Second Tuesday 
Second Tuesday 
Third Friday 
Third Tuesday 


September 19th 
November 21st 


Second Monday 
Second Friday 
Third Tuesday 
Second Wednesday 
Second Thursday 


Last Friday 


to 
“ 


Meeting Place 
Bismarck Hotel 


Hollenden Hotel 

To be announced 
Wardell-Sheraton Hotel 
Los Angeles Athletic Club 
Urmey Hotel 

Windsor Hotel 


Hotel Vendome 


Hotel Sheraton 

Engineers Club 

Fort Pitt Hotel 

To be announced 
Alexander Hamilton Hotel 
To be announced 


Royal York Hotel 
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ARTICLES OF 


TO 


Toronto General Trust Corp 
253 Bay Street 
Toronto 1, Ont., Canada 


INTEREST 


INTERNAL AUDITORS 


WILLIAM V. CARVER, Chairman of “Digest of Other Publications 


Committee” directs attention to the following articles of interest: 


SUBJECT: Significant Contributions of Modern Internal Auditing to Manage- 


By: 


ment. 


CURTIS T. ATKISSON—Pub 


April, 1946. 


The author discusses in his article the increased use by 


lj hed 


in The Accounting Review, 


manage 








ment of Internal Audit Departments, and their awareness that an 
auditing staff is a necessary tool in determining that proper in 
ternal controls are in existence and functioning, that policies of 
management throughout the company are being followed, and 
that they are bringing to management's attention changing condi 
tions requiring revision of policies and organizations. 


Comments are made on various plans used by many organizations 
to utilize the internal auditing staff in training personnel for. 
and to make replacements in, executive posts 








By: 


By: 


The Internal Auditor 


ARTICLES OF INTEREST (Cont'd) 


SUBJECT: Internal Control and Internal Auditing 


(A) As the Certified Public Accountant Views It. 


MAURICE E. PELOWBET—Published in The Controller, May, 


1946. 


(B) From the Standpoint of the Company. 


VICTOR Z. BRINK—Published in The Controller, May, 1946. 


Presented at the March 11th meeting of New York City Control 
of The Controllers Institute. 


The papers presented deserve a close study by all Internal Audi- 
tors since the discussion covers the problems of the public account- 
ant and their solution by coordination with The Internal Audit 
Staffs. In addition, the value of the services of Internal Auditing 
Departments and their reports to management are outlined in 
statements of the principles on which are based the verification of 
internal controls and policies. 


THE JOURNAL OF ACCOUNTANCY, June, 1946. 


Internal Auditors will be greatly interested in the new Auditing 
Practice Forum conducted and edited by Victor Z. Brink. 


This section will be a forum for auditors, both in public practice 
and in internal auditing work. Discussion of auditors’ problems, 
methods, and procedures are being solicited so that various experi- 
ences encountered in the course of audits can be commented on by 
the readers. 


Fidelity and Forgery Loss Prevention Survey (co questionnaire form for making 


@ survey) and 


Fidelity and Forgery Loss Prevention Report (a typical report made after sur- 
vey of the “Super Drug Store Company”’) 


have been issued by the Audit Service Department of Liberty 
Mutual Insurance Company, Boston. These are available to Mem 
bers of Tue Instirure without cost, and those who wish copies 
should address 


CLINTON A. SULLIVAN, Auditor, 
Liberty Mutual Insurance Company, 
175 Berkeley Street, 

Boston, Mass 
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ORGANIZATIONAL RESPONSIBILITIES 


OF THE INTERNAL AUDITOR* 


By L. L. ELLIS 


CONSULTING MANAGEMENT ENGINEER, 
BOOZ, ALLEN & HAMILTON 


E Management Engineering Profession enables us to study con- 

tinuously many business enterprises. These studies indicate that 
those which have been most successful have four common character- 
istics. In the first place, they have established clearly stated business 
objectives. Secondly, a sound organization structure has been devel- 
oped and authorities and responsibilities carefully defined. Thirdly, 
well trained, competent personnel has been provided to implement this 
organization structure. Lastly, adequate operating and finaricial con- 
trols have been established. 


Most companies have the broad objectives of the business pretty 
well established. The weaknesses usually are found in organization, 
personnel or control. Since the efficiency and success of the latter two 
are so greatly dependent upon sound organization, it may be said gen- 
erally that unsound organization structure is the principal deterrent 
to successful operation. 


In discussing organization structure we should recognize that no 
definite rules or laws of organization can be stated. Organization is 
of necessity shaped to the requirements and needs of the individual 
business. Titles vary and responsibilities may be differently assigned 
to accomplish different objectives. This flexibility of organization is 
essential to industrial development and progress. 


Therefore, in discussing the organizational responsibilities of the 
internal auditor, we cannot hope to arrive at one answer which will be 


applicable to all situations. However, we can develop an answer 
which will be applicable to the average situation. 


THE DEFINITION OF AN INTERNAL AUDITOR 


If each one of us described what the title of “Internal Auditor” 
means to him, we would undoubtedly find that there is little agree- 
ment concerning the nature of his position. 


*Paper presented at a meeting of the Chicago Chapter. 
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If we were to ask the presidents of various companies what an 
internal auditor is and what he does, we would receive even more 
varied answers. 


It is essential then that we first define broadly the type of an in- 
ternal auditor we are talking about. This investigation of the general 
nature of the position will enable us to determine the principles of or- 
ganization which apply. 


Broadly speaking, the basic functions of business may be classi- 
fied as directive, operative, service and control. At first thought it 
might seem that internal auditing might be classified as a service func- 
tion for it does provide a service to both the directive and operative 
parts of the business. However, since this service is essentially that 
of control it seems more logical to classify internal auditing as a control 
function. 


In order to verify this tentative conclusion it is necessary to dis- 
cuss briefly the essentials of control. An entire evening could be spent 
on this subject but for our purpose it is sufficient to enumerate the four 
principal elements of control. These are: 


1. Ossecrives, which should be well established and clearly 
stated. 


to 


Procepures, which specify the manner in which the objec- 
tives will be attained, who is responsible for carrying them 
out, and when and where and in what sequence the action will 
be taken. 


3. STANDARDS OF PERFORMANCE, which should be predetermined 
for each step in the procedures and which serve as criteria 
for— 

4. ApprAIsALs to be used as a basis for decision and determina- 

tion of corrective action. 


The control responsibility of the internal auditor may be defined 
as the appraisal of results against pre-determined standards for the 
accomplishment of established objectives in accordance with accepted 
procedures. Such appraisal involves investigation, verification, analy- 
sis and recommendations. These recommendations may involve pro- 
cedure or influence the revision of standards thus bringing the internal 
auditor into those phases of control activity. Procedure work in some 
cases may be extended to the point of full responsibility for the devel 
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opment of procedures for financial control. However, the value of the 
internal auditing function, and its success, is usually dependent upon 
the thoroughness and soundness of his appraisal work. 


To complete our concept of the internal auditing function, it is 
necessary that we describe briefly the major specific responsibilities 
of the position. The order in which these responsibilities are discussed 
does not necessarily indicate their importance as this would vary in 
different situations. The internal auditing function should, however, 
under most circumstances, include all of these major responsibilities. 


1. Po.icres 


The internal auditor should be responsible for investigation of the 
application of and adherence to the established policies of the com- 
pany. He should be thoroughly familiar with both the basic company 
policies and the various functional operating policies and should be in 
a position to appraise their effectiveness, bring any violations to the 
attention of management and make recommendations for improve- 
ments or modifications needed to meet changing conditions. 


2. ORGANIZATION 

In many situations the responsibility for maintenance of the or- 
ganization manual defining organizational duties and responsibilities 
is assigned to the internal auditor. Even where the responsibility is 
not placed with him, he should determine that the defined responsibil- 
ities and limits of authority are being adhered to and should report 
conflicts and recommend changes or clarifications necessary in the in- 
terest of more efficient cooperation. 


3. OPERATION 

The investigation of the efficiency with which company operating 
plans are placed in effect should be included in the internal auditing 
program. The auditor should be kept fully apprised of the planning 
and should be free to make recommendations for additional action 
necessary to make them fully effective. 


4. Procepures 

The internal auditor is inevitably involved in the development 
and recommendation of procedures for financial control of the business 
and the preservation and protection of company assets. While the 
primary responsibilities for the procedures may be delegated elsewhere, 
the auditor is constantly investigating their application, verifying com- 
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pliance, and appraising their effectiveness. His recommendations 
modify, re-shape, and improve these procedures to keep them in step 
with changing requirements. In most instances the internal auditor is 
not qualified to develop operating procedures outside of the field of 
financial control. However, his services can be used to advantage in 
factual investigations of their effectiveness. It is not uncommon there- 
fore to find the auditing function including the investigation of such 
procedures as production control, order control, quality control and 
others in the manufacturing, engineering and sales divisions of the 
business. 


5. GOVERNMENTAL REGULATIONS 

A more recent addition to the responsibilities of the internal audi- 
tor is the investigation of compliance with governmental laws and 
regulations. This has tended to take him more deeply into the operat 
ing field. Regulations of the use and application of restricted materials 
necessitates investigation of production activities. Assurance of com- 
pliance with regulations of rate increases involves review of time stud- 
ies and the basis for conversion to peace-time prices. These are only 
two cases that come to mind but they serve to illustrate this new re- 
sponsibility which has been properly placed with the internal auditor. 


6. VERIFICATION AND VALUATION OF ASSETS 


A word should be said about the function of the internal auditor 
in relation to the public accountant. Many companies have very effec- 
tive working arrangements whereby part of the detailed verification 
and valuation of assets is performed by the internal auditor or his 
staff in accordance with a program established by the public account- 
ant. It should be stressed, however, that the internal auditor can only 
supplement the work of the public accountant and should in no way 
supplant it. If, however, much of the detailed work necessary in asset 
verification is done by the internal auditor the public accountants can 
devote more of their limited time to constructive appraisal of the fin- 
ancial condition of the company. 


7. APPRAISAL 


In the fulfillment of these responsibilities it is impossible to avoid 
appraisal of the performance of employees engaged in carrying out 
policies, plans and procedures, and the auditor should make no attempt 
to avoid this important responsibility. The appraisal of the perform- 
ance of fellow employees is a grave and delicate matter and should be 
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approached with much thought and consideration. This phase of aud- 
iting above all requires tact and understanding of human nature. 


8. INSTRUCTION 


Lastly throughout all this work the auditor is interpreting com- 
pany policies and plans and, indirectly, is aiding in the instruction and 
training of the employees with whom he is dealing. 


Consideration of these major responsibilities, I believe, substanti- 
ates our tentative conclusion that the internal auditing function is 
principally a control function involving investigation and appraisal of 
policies, plans, procedures and performance. 


THE STAFF ASPECT OF INTERNAL AUDITING 


We can also reach one other conclusion about the nature of the 
auditing work. From the general definition and a review of specific 
responsibilities it is apparent that the position of the internal auditor 
is purely a staff position which should involve no operation responsibil- 
ity. Too frequently we find the internal auditor responsible for the 
preparation of the payroll, or the preparation of vouchers and voucher 
checks, or for the extension of credit or for some other accounting or 
treasury operation. The acceptance of any responsibility for the carry- 
ing out of procedures involving financial operations detracts from the 
objective approach essential to successful auditing work and usually so 
involves the auditor in the details of administration that he has little 
time to devote to the more important and correct functions of his posi- 
tion. As a part of the operating team, an auditor cannot be of full 
value in the appraisal of the results of the performance of others. 


Maintenance of the independence of the internal auditing position 
is essential if the company is to benefit to the fullest extent from the 
work. While this is a basic principle for the establishment of any 
staff position it is perhaps more essential because of the appraisal re- 
sponsibility of the auditor. Appraisals must be honest and unbiased 
and should not be colored by departmental influence or obligation. 
Therefore the work of the auditor should not involve responsibility for 
administration of any of the operations. 


A second principle of staff organization is the placement of the 
line of responsibility with that part of the organization to which the 
greatest service is rendered. 
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If we accept these two organization principles as the basis for de- 
termining the organizational position of the internal auditor we can 
eliminate at once the operative and service divisions of the business. 
The placement of the auditing function in either part of the organiza- 
tion would immediately destroy his independence of appraisal and 
recommendations. 


THE AUDITOR AND THE BOARD OF DIRECTORS 


The directive part of the business is comprised of the Board of 
Directors, the President and the Executive Vice-President or General 
Manager as the case may be. A brief comparison of the major respon- 
sibilities of these positions with those of the auditor will enable us to 
determine the organizational relationship which should exist. 


The major responsibilities of directors are: 
1. To develop the basic company objectives and policies. 


2. To determine the basic organization structure of the com 
pany, inclusive of subsidiary relationships. 


5. To determine the financial structure of the company and the 
disposition of corporate income. 


+. To select officers and to procure outside professional services 
as needed for their assistance. 


5. To appraise the over-all results secured and the progress 
made, and to notify stockholders thereof. 


We have seen that the internal auditor investigates and appraises 
the effectiveness with which established policies, organizational rela 
tionships and financial procedures have been carried out. 


The responsibility for placing them in effect belongs with the ad- 
ministrative positions, not with the Directors, and so, if the auditor 
were to report to the Directors and make recommendations directly to 
them he would be challenging the judgment and authority of the Presi- 
dent and sooner or later would place the Directors in the position of 
having to make a choice between his recommendations and those of 
the President. In such a position the auditor would be of little service 
either to the President or the Directors. 


It might be argued that since the Directors are responsible. for 
appraisal of results and since the primary function of the auditor is 
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that of appraisal, he should report to the Directors. However, the 
auditor is concerned with day to day appraisal of specific operating re 
sults while the Directors are responsible for periodic appraisal! of the gen- 
eral results of the business as a whole. In executing this responsibility 
they are assisted by the public accountant who is retained for that pur- 
pose. In this respect the internal auditor can not supplant the public 
account. There seems to be no real advantage, either to the company 
or to the auditor, in having him organizationally responsible directly to 
the Board of Directors. On the contrary we have seen that there are 
certain definite disadvantages to both if he is placed in that position. 


THE AUDITOR AND ADMINISTRATIVE MANAGEMENT 


The next alternative that we might consider is to place him in the 
top administrative group, reporting either to the President or to the 
Executive Vice-President or General Manager. These men are prin 
cipally interested in: 


1. The development of operating policies. 


2. The detailing of the organization structure, including the 


definition of responsibilities and the delegation of authority. 
». The development of plans for the attainment of specified 
objectives. 
+. The selection of personnel to implement the organization 
structure and carry out the plans. 


». The coordination of this effort. 


6. Representation of the company to the public. 


These responsibilities involve principally the initiation of aciion to 
obtain desired results. It is true that the appraisal of results obtained 
is an important service to administrative management in determining 
future courses of action, but it should also be noted that the auditor is 
only one of the agencies in the organization providing information for 
the control of the business. The problem of organizing the control of 
the business is not essentially one which necessitates direct line of 
authority. It is of greater importance to organize the control function 
so that all information essential to the control of the business is brought 
together and summarized for use by the administrative branch of the 
business. Otherwise the burden of this effort is placed upon adminis 
trative people, and we lose the organizational benefit of specialized 
effort and training. 











The Internal Auditor 
THE AUDITOR AND THE CONTROL FUNCTION 


The most logical placement of the internal auditor in the organiza- 
tion seems to be as a part of the control function. This is the responsi- 
bility of the Financial Vice-President or, if no such office exists, of the 
Controller. In brief, the responsibilities of these positions are: 


1. To establish financial control over all activities. 


2. To protect and preserve company assets. 


While these broad responsibilities are functional in that they rep- 
resent a highly specialized activity of the business, they extend 
throughout the other functions of the business and are thus company- 
wide. Because of this, the authority accompanying them is usually 
received by the Financial Vice-President or Controller directly from 
the Board of Directors. The appraisal function of the auditor is an 
essential part of this control mechanism. The auditor is an indispens- 
able part of the control team and the Financial Vice-President would 
be greatly handicapped in carrying out his control responsibility if the 
auditor were not part of his organization. The internal auditor can be 
most effective as part of the control team, for his efforts can be coord- 
inated with others involved in control activities to provide a complete 
analysis of the effectiveness of the administrative effort for use by 
the President. 


If we place the auditor in the control organization, will we com- 
ply with the two principles of staff organization outlined previously? 
We have seen that his principal function is one of appraisal and this 
is an essential part of control. Therefore his greatest service is one of 
control, and the organizational position properly belongs in the control 
organization. The principal question, therefore, is whether the inde- 
pendence of the auditor can be maintained in this position. If he were 
reporting to either the operating, the service, or the administrative 
branches of the business he would have little independence. He is ap- 
praising the effectiveness of the operations, of the services, and of the 
administration and therefore cannot carry out his responsibilities inde- 
pendently and in an unbiased manner if he reports to any one of these 
branches. If he attempted to do this, he undoubtedly would find him- 
self in conflict with his immediate supervisors. If he reports to the 
Board he is unable to present his appraisal of administrative action 
without direct conflict with the President. If he reports to adminis- 
trative management he immediately loses part of his independence for 
he is appraising the efficiency of administration. 
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He is in the greatest position of independence if he is reporting 
directly to a Financial Vice-President or a Controller who has com- 
pany-wide responsibility and authority usually stemming directly 
from the Board. The only phase of his work in which he would not 
be entirely independent is in the verification of accounting records. 
This we have seen is a minor part of his responsibilities and is always 
subject to the further verification by the public accountants. 


To offset this one disadvantage we have in addition to independent 
appraisal and recommendations the major advantage of complete co- 
ordination of control effort which enables the auditor to be of maxi- 
mum service both to the Board and to administrative management. 


CONCLUSION 


The advantages of reporting either to the Board or to the Presi- 
dent are mainly fictional. Proponents of such organizational responsi- 
bilities base their arguments upon the fact that this provides the audi- 
tor with the authority he requires to enable him to investigate any 
phase of business operations. In the last analysis the scope of the audi- 
tor’s work and his independence depends upon the definition of his 
authority and responsibility. 


If his authority and his responsibilities are carefully and properly 
defined as a part of the control organization his independence of ac- 
tion is assured. If they are not clearly defined his position in the or- 
ganization cannot help him avoid the organizational conflicts which 
will inevitably arise. 


My conclusion is, therefore, that for the average situation the in- 
ternal auditor is in the strongest position if he is reporting to the Fi- 
nancial Vice-President with clearly defined responsibilities and com- 
pany-wide authority to fulfill them. 


THE INSTITUTE 


Tue InstirurTe is the outgrowth of the belief on the part of inter- 
nal auditors that an organization was needed in the structure of Amer- 
ican business to develop the true professional status of internal audit- 
ing. 


Ropert B. MILNE 











HORIZON of the INTERNAL AUDITOR“ 


By M. C. CONICK, C.P.A. 
EXECUTIVE PARTNER, MAIN and COMPANY 


S I see it, the apparent or visible horizon of the internal auditor is 
the bounding line which binds him to the public accountant; at 
present it is the bounding line which binds him to management. As- 
suming this definition of your horizon as a fair premise for discussion, 
let us explore its practical application to our respective roles in audit- 
ing. Looking back thirty years, the internal auditor, as well as the public 
accountant, has had a series of horizons, hopes, and activities, with 
the result that the bounding line has been moving higher and higher 
for both the internal auditor and the public accountant. Our horizons 
of the future will continue to rise in relation to the advance in the 
progress of monetary and commercial relationships between human 
beings. The beginning of the internal auditor and the public account- 
ant extends back to the dawn of intelligence among men. We have 
always had internal‘accounting controls, internal auditors, and public 
accountants, but they were designated by other names. Back in the 
days of the Roman Empire, the assistant bookkeeper was addressed as 
“Slave,” but he still performed the function of checking up the fellow 
who handled the things that had to be accounted for. 


Certified Public Accountants, Internal Auditors, Chartered Ac- 
countants and even Public Accountants, are titles of recent origin— 
probably of less than 700 years—while historical decrees stemming 
back to the days of Ancient Greece (2500 years ago) specified, “No 
person who had not rendered his account could go abroad, consecrate 
his property to a god, or even dedicate a sacred offering; nor could he 
make a will, or be adopted from one family into another.” (**) 


Perhaps one of the most interesting and direct references to an 
audit by the internal auditor may be found in the note of admonition 
of Charlemagne, of the Frankish Empire in the Middle Ages, contained 
in an ordinance of that Emperor of the year 812 relating to the yearly 
audits of imperial estates, expressed in these quaint words: 


*Paper given at a meeting of the Pittsburgh Chapter. 
(**) Historical references are from Richard Brown’s “History of Accounting and 
Accounts.” 
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“In all the foregoing, let it not seem harsh to our judices (mean- 
ing stewards on the estate) that we require these accounts, for 
we wish that they, in like manner, count with their subordinates 
without offense.” (**) 


Note that the count was to be made with “their subordinates.” 
Apparently the Emperor was a bit concerned about the stewards’ em- 
barrassment lest a fellow employee (of lower rank) turn up a short- 
age. I am certain that you will agree times have not changed in this 
respect in the event of an internal auditor finding one on his adminis- 
trative boss. 


And so the pages of history are replete with references to the selec- 
tion of auditors to examine and audit accounts; but rarely do we find 
any reference to the public accounting practitioners as we know of 
them during the past two centuries. These early auditors were, in 
the main, subjects of the same political or social power; or they were 
administrative subordinates with no outside independence of thought, 
action, or financial responsibilities, in the event of failure to perform 
their audit duties. 


However, monetary and commercial transactions in the early 
ages, comparatively small in volume, lacked the intricacies of mass 
production methods of the Twentieth Century. These conditions made 
the early audit quite simple. Yet despite the great progress which was 
made in the development of effective auditing through the centuries, 
and the recorded introduction of the concept of “double entry” book- 
keeping in the Fifteenth Century by that famous mathematician and 
Franciscan Monk, Luca Paciolo, the whole system of auditing the 
national accounts of England had become, by the Eighteenth Century, 
little better than a farce. 


It is a historical fact that when Pitt became Chancellor of the 
Exchequer, the audit was ostensibly performed by two officers called 
“auditors of imprest,” and history has it that — 


“Each had in some years of the war received as much as 16,000 
pounds, but their office had become a sinecure; its duties were 
wholly performed by clerks, who confined themselves to ascer- 
taining that the accounts were tightly added, but without any 
attempt at a real investigation. Every kind of fraud and collusion 
could grow up under such a system, and there appears to have 
been also little or no check upon the fees, perquisites, and gratui- 
ties given to persons in official situations.” (**) 
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Among the many reforms carried out by Pitt for the purifying 
of the administration was the abolition of the office of “auditors of im- 
prest,” and the appointment of a board of five commissioners with 
stringent powers of auditing the public accounts of every department. 
Just how much independence in the exercise of their audit preroga- 
tives was vested in the five commissioners, I do not know; but you can 
be certain that the so-called “auditors of imprest” were either totally 
inefficient holders of political sinecures or were lacking in independ- 
ence of action. 


In all of this, and from what I have quoted from the pages of 
history, it might appear that the auditor just did not have a chance to 
do a good independent audit job, owing to his status of inferiority to 
those whose accounts he was checking, or to his fear of a possible 
charge of insubordination in the event he discovered an error, regard- 
less of its significance. But this was not entirely so. In the year 1702, 
the office of the auditor of the receipt of the exchequer had risen in 
importance in England since it was held by Lord Halifax. 


The proceedings connected with the ceremony of the installation 
of the Lord High Treasurer, as recorded in the black book of the ex- 
chequer, under date of 11 May, 1702, informs us that the treasurer, 
having received his staff of office from Queene Anne, came about ten 
o'clock in the morning “to the house of Lord Halifax, the auditor of 
the receipt of the exchequer, where he was attended with many earls, 
barons, privy councillors, the king’s attorney and solicitor, and other 
persons of quality; they being assembled in the two great rooms were 
treated with chocolate, etc., by the said Lord Halifax.” (**) In the 
narrative of the subsequent proceedings it is stated that “the great keys 
of the treasury were presented to the Treasurer by the auditor, and 
handed back again to the latter; and that his lordship, attended by the 
barons of the exchequer, dukes, earls, etc., went into the auditors’ pells 
and tellers’ offices, and viewed the cash in the last.” (**) 


You will agree that under the circumstances of the attending 
pomp, the appearance of the Lord High Treasurer to view the cash, 
lacked entirely all the advantages of a surprise audit. 


GREAT PRINCIPLES 


There is something inherently fundamental in the great prin- 
ciples which have come down through the generations for the guidance 
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of peoples in the conduct of their mode of living. It was no mere acci- 
dent that our nation’s “Founding Fathers” wisely provided for a federal- 
state system of government, with certain powers delegated to the new 
central government and certain other powers reserved to the already 
existent states; and then, fearing the potential usurpation of powers 
by the central government, appended the check and balance system 
whereby the three main branches, Executive, Legislative, and Judicial, 
might be kept independent of each other. 


In line with this same philosophy, let us reflect upon the great 
principle of separating the power to order payment from the power to 
handle money—a principle of internal accounting control stemming 
from the days of the Roman Empire, and just as indispensable today. 


In the days of the single proprietorship and, later, the partner- 
ship, complexities of business management and administration were 
comparatively few. With the advent of the corporate system, about 
1870, our enterprises grew, and family ownership was replaced first 
with thousands and then with millions of stockholders. Thus, business 
for the first time, expanded to a point corresponding, on a smaller scale, 
to the magnitude of early governments, who were the principal em- 
ployers of internal auditors. 


Thus the corporate system gradually replaced owner-administra- 
tors with non-owners; owners could no longer maintain the same visu- 
al or personal control as they had prior to the corporate era; the board 
of directors was introduced as a check upon the administrative officers; 
and, finally, conditions arose in private enterprises which required 
the introduction of a system of checks and balances. To maintain the 
most effective control and to insure the greatest efficiency, the board of 
directors has the power to institute controlling policies; the president 
has the powers of administration; and the treasurer-comptroller has 
the function of accounting for the money and property. To this date, 
the internal auditor generally functions under the jurisdiction of the 
treasurer-comptroller. 


And this brings us to the horizon of the internal auditor—to the 
bounding line which binds him to the public accountant. In the offi- 
cial brochure of Tue INstiruTe or INTERNAL AvuopiTors, a definition 
of “What Is Modern Internal Auditing?” is given on page 9. This 
definition is divided into 3 parts, specifically: 


1. Jt is an essential part of management. 
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Of course it is, and I am not going to repeat the many reasons 
that have been given to you orally or in print. 


2. It perfects and completes the system of internal control. 
I also agree with this. 
3. It is essential in the verification of financial statements. 


I agree with this also, but in doing so, I am going to pause and 
“think out loud.” 


One of the published objectives of your INstiTuTE is “to establish 
and maintain high standards of professional conduct, honor, and char- 
acter among internal auditors.” This objective is indeed praiseworthy 
and, if attained, you are well on your way toward establishing your 
professional status. However, to attain this recognition, it seems to 
me that your INstirutre should seek to establish certain standards, 
some of which might be: 


(a) Educational requirement for internal auditors equal to those 
required of candidates for the C.P.A. degree. 


(b) Periodic refresher courses in qualified schools, say every five 
years. 


(c) Establishment of a symbol, such as “I.A.,” indicating In- 
ternal Auditor, to be granted only to those who have duly 
qualified through an examination similar, in part at least, 
to the examination that C.P.A. candidates must pass. 


(d) Provision for penalties by your Instrrute for negligence in 
the performance of work, and for conduct unbefitting an 
internal auditor. 


IN CONCLUSION 


The road to a professional life is not an easy or smooth one. One 
of the prime requisites of an auditor is freedom from manipulation by 
others of thought and action; in a word, independence. We should 
ever be on the alert to strengthen our independence. Independence 
can only be had by being independent. Independence is a valuable 
privilege, but it is also costly to obtain, and difficult to hold. The ob- 
stacles in our paths are at times very great. The externa] power or 
authority can frequently be most arbitrary in its efforts to compel you 
and me to render obedience or service on unequal or unreasonable 
terms. If you, as internal auditors, are willing to pay the price, your 
independence will go a long way toward bringing you to your pro- 
fessional goal—the ever-higher horizon of the Internal Auditor. 








EDUCATION 
and the INTERNAL AUDITOR“ 


A CANADIAN VIEW 


By ARTHUR J. E. CHILD 
CANADA PACKERS Ltd. 


IRST of all, let us ask ourselves why we need education, or why 

we think it is worthwhile. Obviously, all of us regard a certain 
kind of education as a means to an end — as a means to becoming a 
better auditor, and of progressing above the rank of auditor. 


There is more to it than that, however. Forgetting specialized edu- 
cation for the moment, let us ask ourselves as to what are the benefits 
of a good general education. There is no doubt in my mind that such 
an education makes one a better human being. It enables men 
and women to enjoy life more fully and widely, and to better under- 
their fellow-men. If I could start my formal education again, I 
would like to take a doctor's degree in philosophy, history, 
or literature. I would have a better knowledge of the world 
around me, of the world of the past, and perhaps of the world that will 
be in the future. I would better understand the likes and dislikes, the 
moods and whims of my fellow-men. 


In one of the monthly letters of the Royal Bank of Canada the 
following statement was made: 


“There is no field of human activity in which educational ideals 
rationally applied are of more value than in business. Besides 
preparing the mind to accept responsibility for tasks, a liberal 
education develops a sense of right, duty and honour. More and 
more, in this modern world, business rests on rectitude, as well 
as on good judgment. 

Only those who do not know the felicity of good education, and 
are ignorant of its force in the world, despise it, and thereby they 
lose the thousand paths that have not yet been trodden, with their 
undiscovered rewards for men and women.” 


*Paper give at the March meeting of the Toronto (Canada) Chapter. 
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Education, too, develops one’s inquisitiveness. The more a person 
learns, the more he wants to learn. It develops imagination, so that a 
man can lift himself out of his daily existence and see possibilities 
that the man beside him may never visualize. Education throws open 
a panorama of the possibilities in life, so that one’s ambition is whetted 
from the knowledge of other achievements. The man who cannot 
read or write, knows nothing of the deeds that other men have accom- 


plished. 


A very valuable asset to a man in business is merely a knowledge 
of how to find out things. A university course, for example, usually 
demands a great deal of research work from the student. Many courses 
offer no standard text-book. Instead, the student is told to search the 
library and other sources for books, periodicals, and pamphlets on the 
subject with which he is expected to become acquainted. That is one 
of the greatest handicaps I find with men in our business who have not 
had university training. They have no idea of the abundance of 
knowledge and information that lies outside their own office. And, 
even if they do, they have not had any training in the technique of 
making use of that outside field of education. 


Because I am a ‘university graduate, I do not want anybody to 
think that I am of the opinion that university men are any different 
from other men. They are not. They are fortunate, however, be- 
cause they have acquired an asset, over a period of four or five years, 
which anybody else can acquire, though only through harder work 
and over a longer period of time. A man does not have to go to a 
university to become well educated, any more than a man does not 
need a C.A. degree to become a good accountant. But, the universities 
and the public accounting firms are specialists in pointing the way 
and helping the student to learn the things that count in the shortest 
time. I have studied many subjects since I left the university. I have 
no doubt that, in doing so, I have read much that has been of no value 
and much with which someone else could have helped me by giving 
me certain background and explanations. That is the job of the uni- 
versity professor — to direct the student in his studies, and to fill in 
the gaps with explanations and examples. 


To me, the ideal education is the one I would call a “liberal” edu- 
cation, followed by some years of practical experience in a man’s chos- 
en field, and then developed further by special studies pertaining to the 
profession that is finally chosen. A liberal education means to me a 
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good general knowledge of our own language and literature, along with 
some study of the several languages from which it has sprung. We 
should also know what has happened in the world before us, 
and how the world is constituted outside our own borders. In 
others words, there should be extensive excursions into the field of 
history, geography, and into some biology and geology. Courses in 
mathematics up to calculus, sharpen the mind and demand hard work 
that is good training for the years to come. Because we are living in 
a mechanical age, a knowledge of physics and chemistry is absolutely 
necessary to understand the basic theory of many modern devices that 
are common-place with us. Finally, a study of philosophy and psy- 
chology equips one for the great battle of human relations. 


All of this should be a pre-requisite to any venture into a special- 
ized field. The medical profession, for example, is recognizing more 
and more that to pitchfork a man from high school into a study of prac- 
tical medicine and surgery is only to make a highly skilled mechanic 
out of him. Today, many medical schools require a degree in Arts 
before the medical course can be undertaken. The medical authorities 
realize that a doctor or surgeon must have an education that gives him 
a liberal appreciation of his fellowmen and of the world about. him, 
to the end that he will regard his patients as highly intricate physical 
and mental organisms, with all the human faults and fears, rather than 
as inanimate objects on which he exercises his mechanical skill. 


So it is with business. Any man who aspires to be a supervisor 
of other men should have a solid foundation of education on which he 
can build by actual experience. Education is like a house. If it is 
superficial and merely a fancy-looking structure placed on sand, the 
first strong wind will blow it away. There must be a solid foundation 
which cannot be upset by any sudden blows. The man who has 
learned the fundamental theories will last longer than the man who 
has acquired only a working knowledge of certain routine applications. 


I deplore the present trend of high school education, where the 
fundamental and theoretical subjects are being supplanted by the so- 
called practical and technical courses. No technical high school will 
make as good citizens or as good managers as are turned out by the 
old-fashioned matriculation course. Men who reach important posi- 
tions in industrial and public life realize the importance of a study of 
the best English literature and of a knowledge of Latin and Greek. 
I used to wonder why I had to spend hours with Shakespeare, Words- 
worth and Ruskin. I know the answer today. 
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Having given you some of my general opinions, let me say some- 
thing about the educational system of my own company. 


Recruits for the clerical, accounting, sales, and plant supervision 
sections of the business must have high school matriculation or a uni- 
versity degree. Technical school graduates are not accepted as a gen- 
eral rule. 


In my company, all recruits start as juniors in one of our offices. 
Intermediate and senior positions are never filled from the outside, but 
only by men who move up in the business from the bottom. If we 
have a man in a senior position who is doing a poor job, he will never 
be replaced by an outsider, but always by someone else in the business. 
Because of the size of our business, we think experience is extremely 
important. 


University graduates and high school students start alike — as 
office boys. They do the same work, under the same supervision, and 
have the same chance of promotion. The university man will forge 
ahead only if he has superior ability and if he puts to practical use 
the knowledge he has gained at his university. 


Promotion is rapid in our company because we employ no girls in 
clerical jobs and, therefore, no department becomes staffed with per- 
sons who cannot be promoted or moved into other channels of the busi- 
ness. A recruit stays as an office boy only a few weeks or months. 
Then he moves, first, to a junior clerical department, and then to in- 
termediate and senior clerical departments. From the intermediate 
and senior clerical departments men are picked for positions in the ac- 
counting, selling, or production division of the company. 


In the clerical departments the work is monotonous, voluminous 
and strenuous. We use no bookkeeping machines, so that our men are 
trained to handle, quickly and accurately, a great volume of figures. 
This is done deliberately, in order that the men in senior positions, 
when the need arises, have a capacity for speedy and accurate calcu- 
lations. Men in senior positions may make few arithmetical calcula- 
tions, but, when they do, they must be accurate. Similarly, men in 


accounting and auditing departments require an intensive training of 
this kind. 


All of our clerical departments are geared to production perform- 
ances, so that every individual must extend himself in order to finish 
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at the end of the day. If he proves incapable of keeping up, or is un- 
able to achieve the necessary accuracy in a reasonable time, we part 
company with him. Therefore, these clerical departments act as a 
screen to test a man’s capacity and mental alertness. We believe that 
anyone who expects to succeed in our business should be capable of 
surviving successfully these testing departments. If he proves mental- 
ly or emotionally unable to stand the monotony and pressure, then we 
think he will be unfit for the strains and stresses that go with greater 
responsibility. 

When a man has successfully negotiated the intermediate depart- 
ments, he finds himself in a position of some responsibility, where there 
is much less monotony and much more opportunity for initiative. I 
propose to use our internal audit department as an example of this, 
and as an opportunity to deal with one further type of education. 


Having reached this point, a new member of the internal audit 
department will have a more or less good basic education and several 
years of practical education in our “school of hard knocks.” From 
now on, he must acquire the technique of auditing, and must develop 
his initiative and executive ability. His technique will be acquired 
partly on the job, under the supervision of a senior, and partly from 
our manual and supplementary text books. The harder he studies, 
the more rapid will be his rise into the senior ranks; and the greater 
will be his salary. All internal audit departments should have a defi- 
nite plan in this regard. The head of the department should be ready 
to recommend certain courses of study and certain texts to his new 
men, for the sole purpose of making expert accountants out of them. 


Finally, the internal auditor will branch out into other fields that 
lead to further promotion. He will do this on his own initiative and 
will seek out, on his own, the knowledge he needs. He may obtain 
this in many ways — by taking home study courses, attending evening 
lectures, reading books and periodicals, visiting industrial plants and 
offices, attending debates and lectures, corresponding with experts in 
the field, and so forth. The man who knows what he wants and knows 
how to look for it will soon build himself up above the job he occupies. 


One of the objectives of Tue Instirutre or INTERNAL AupITors is 
to develop educational opportunities and standards for its members. 
Your company and my company are not paying out good money in 
order that we may merely have a good time at monthly meetings and 
annual conferences. They expect something for their money, and 
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that something is the further education of their men who join us. This 
InstiTuTE, both nationally and through its chapters, must have an 
educational programme that counts for something. 


My earnest hope from the start of my association has been that 
admittance to membership in Tue InstrruTe would eventually be on 
an examination basis. I think that most of the heads of internal audit 
departments on this continent are now members. By their positions in 
their own companies we recognize their knowledge of internal auditing 
and their right to the title of Internal Auditor. However, there is room 
in Tue Institute for those lower down the scale, for the subordinate, 
or perhaps even for the man who has not yet been accepted on the staff 
of the internal audit department, if he is willing to equip himself 
through the necessary training. Our standards would be kept high, 
and we would perform a useful service to these men if we gave them a 
course of training followed by strict and comprehensive examinations. 
The Institute of Chartered Accountants can do it. Why cannot Tue 
INsTITUTE OF INTERNAL AUDITORS? 


That Mr. Child not only has convictions on the subject of 
education, but that he believes in putting them into actual 
practice, is demonstrated by his participation in Toronto’s 
educational program. 

To wit: 

During the 1945-46 season of the Toronto Chapter, Messrs. 
Child, Kidner, Townsend and Blair, members of the 
Chapter, prepared and gave a series of ten lectures on Internal 
Auditing under the auspices of the Department of University 
Extension, University of Toronto. 


The Chapter takes eminently proper pride in their con- 
tribution to the advancement of knowledge; and that the 
effort was highly appreciated is evidenced by the notable at- 
‘endance of INstrrureE members, their staffs and students 
throughout the entire series. 


President Riddell summarized the activity in a paper he 
gave at the March meeting of the Chapter, herewith presented 
in brief form. Eb. 
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THE TORONTO LECTURES 


ON INTERNAL AUDITING 


By FRANK A. RIDDELL 
PRESIDENT, TORONTO CHAPTER, 1945-46 


ULL membership in Tue Institute is limited to those who are 

classified as being responsible for the internal auditing functions 
in their companies. Therefore it seems, at least by implication, that 
we who are members have attained the heights and are to be considered 
among the chosen members of the profession. 


If this is so, then, we as members of Tue Instirute, have as- 
sumed a responsibility to ourselves, to the public accountants and to all 
those younger men and women starting into a self-chosen career of 
internal auditing. 


It seems to me that this responsibility belongs to every member of 
this Chapter and to every member of Tue Instirure; and it entails 
a three-fold obligation: 


1. To strive continually to increase our own knowledge and skill; 
to develop ourselves to the point where we can claim full pro- 
fessional status; and to render that type of service that entitles 
us to a place in the councils of management. 


2. To exert our efforts and influence to the utmost to educate, 
train and develop our staff personnel and all others engaged in 
internal auditing work. 


2. To take advantage of every opportunity to acquaint the public 
with the character of our work, and educate those outside the 
field of internal auditing to a greater appreciation of the ser- 
vices we render. 


As members of Tue InstiruTe, we have to give as well as take. 
Education of internal auditors cannot be a one-way street; we. our- 
selves, have to do our share in educating and developing those of the 
profession in our own community. And as we educate and develop 
others, our standards will be raised and the prestige of Tue InstiruTE 
and its members will be enhanced. 
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I here give briefly a general outline of the lectures recently con- 
ducted by the Toronto Chapter. This, to refresh the memories of those 
who attended, and to acquaint those who did not attend with what they 
missed. 


LECTURE I. 


Purpose, Scope AND RESPONSIBILITIES 
The definitions of internal auditing by Brink and Stempf were 
quoted to start this lecture. But it was pointed out that no single / 
definition could give the complete picture of the work and scope 
of internal auditing, nor show its place in corporate organization. 
The lecture, was given under the following headings: 


. History and development of internal auditing. 
. Scope of internal auditing. 


> Ot 


. Authority of the Auditing Department. 
. Qualifications of the Internal Auditor. 
LECTURE Il. 
DEPARTMENTAL ORGANIZATION AND METHODS OF THE INTERNAL 
AUDITOR 


This lecture covered the organization of a typical Auditing De- 
partment of a large company, and was followed by a discussion 
of methods used by the Internal Auditor: 

. Organization of the Auditing Department. 

. Distinction between internal audit and internal check. 
. Detail work to be done by the Internal Auditor. 

. The theory of sampling. 


+ Ob 


LECTURE Il. 


ProcramMs, MANUALS, WorKING Papers AND AupiT REPORTS 


Actual audit programs and manuals of the companies of certain 
members were used to illustrate the form and content of these 
auditing tools. The importance of proper working papers was 
stressed, and the essentials of good working papers were stated in 
full and discussed in detail. 


It was pointed out that audit reports are the basis on which the 
individual auditor and the internal auditing department, as a 
whole, are judged by management. 
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LECTURE IV. 
CasH AND Bank Accounts 
In this lecture the detailed procedures to be followed by the 
auditor in his verification of cash and bank accounts were fully 
presented, and the essential features of an adequate system of in- 
ternal check were described. 


LECTURE V. 
Accounts RECEIVABLE 
This lecture stressed the need for verification of the asset in 
amounts and by debtors as recorded in the ledger, and the various 
steps followed to secure such verification. 


LECTURE VI. 
INVENTORIES 
This lecture presented the general principles to be followed in 
the verification of inventories and of inventory control. 


LECTURE VII. 
Fixep AND OTHER AssETs 
This lecture covered the auditing procedures and methods to be 
used by the Internal Auditor in his verification of all balance 
sheet assets other than current assets. The discussion was given 
under the following headings: 


Fixed assets. 

Intangible assets. 

Prepaid expenses and deferred charges. 
Marketable securities and other investments. 


re Ob — 


Life insurance cash surrender values. 


The subject of valuation of the above assets for balance sheet 
presentation was also presented in detail. 


LECTURE VIII. 


PayroLis, ACcouNTs PayABLeE, AND OTHER LIABILITIES; 
AND THE AupIT oF INSURANCE 
The lecture dealt with the verification of all types of liabilities; 
and a brief discussion of the problems involved was presented 
under the following headings: 
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1. Current liabilities. 
2. Guarantee deposits. 
3. 
4 
5 


Fixed liabilities. 


. Capital stock. 
. Surplus. 
Under the section of Insurance, a brief summary of the most 


common types of insurance coverage was presented, and the work 
to be done in auditing insurance was explained. 


LECTURE IX. 


ATION OF AUDITS 


The lecture covered the following: 
1. 
2. 
5. 


The value of the Public Accountant to the Internal Auditor. 

The value of internal audit to the Public Accountant. 

Internal auditing and cost of the work done by the Public 

Accountant. 

. Internal auditing pays for itself. 

. Special services performed by the Public Accountant. 

. Internal auditing throughout the year. 

. Working papers and information required by the Public 
Accountant. 

. The extent of the Public Accountant’s reliance on the work 
of the Internal Auditor. 

. Cooperation between the Internal Auditor and the Public 
Accountant. 

. Reliance by the Public Accountant on officially signed state- 

ments. 


LECTURE X 


DEFALCATIONS 


The lecture was principally concerned with a discussion of the 
four main categories of defalcations: 


. Theft of funds by office employees. 

. Theft or withholding of funds by salesmen. 

. Theft or conversion of merchandise by factory officials or 
factory employees with or without outside assistance. 

. Manipulation of records to conceal operating losses. 


Under each of the above headings, methods of detection and 
methods of prevention were discussed, case histories being pre- 
sented to illustrate the methods. 








SOME UNUSUAL PROBLEMS 


IN INVENTORY VERIFICATION *® 


By H. W. ELSASSER 
PHELPS DODGE CORPORATION 


N unusual inventory problem, assigned to the Internal Auditing De- 
partment during the earlier war years, developed when one of our 
plants acquired a warehouse and yard to augment the storage facilities 
for raw materials and finished goods. These new facilities were situ- 
ated about two miles from the plant and a connecting railroad fur- 
nished a daily shuttle service; cars destined for the plant were loaded 
with raw materials at the warehouse while finished stock was placed 
on the cars at the plant for shipment to the warehouse yard. 


As a result of a rather unsatisfactory inventory during the pre- 
vious year, the Internal Auditing Department was instructed, early 
in the following accounting period, to systematize the records and pro- 
cedures for recording the flow of finished goods in and out of the ware- 
house yard. Such records as existed at the warehouse were primarily 
shipping records rather than perpetual stock records. True, the Pro- 
duction Department at the plant was responsible for keeping the stock 
records but we soon learned that their book inventories were not very 
reliable and in any event were valueless for ascertaining the precise 
locations of the stock, a matter of prime importance not only for in- 
ventory purposes but also for making shipments promptly. 


We devised a dual-purpose record for the warehouse, one which 
supplied certain shipping data and at the same time served as a perpet- 
ual inventory record of stock and its exact location in the warehouse 
yard. The daily volume of transactions was sizeable, and the 
quantities currently on hand fluctuated between 3,500 and 5,000 reels 
of cable. The principal method of identifying the reeled cables was by 
reel number and these numbers usually ran into five or six digits. You 
can imagine how many different ways a yard man or various clerks 
can read or write down a number like 146,894. 


*This paper, illustrating the “Arm of Management” application of internal auditing, 
was given at the April meeting of the New York Chapter. 
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When the next physical inventory was arranged, the internal 
auditors were assigned to take over complete control of the warehouse 
inventory. Some employees from the plant’s accounting department as 
well as the warehouse employees, were under our supervision. The 
inventory of finished stock was taken by methods devised by the aud 
iting staff and the final results of our count were satisfactorily recon- 
ciled with the perpetual inventory records which we had installed 
earlier in the year. Moreover, for the first time since the inception 
of the war period, it was now possible to submit to the Plant Manage- 
ment a comprehensive list of finished goods, classified so that old, slow 
moving and obsolete stock could readily be identified. 


We also controlled the inventorying of the raw materials and sup 
plies at the warehouse, and as we were dealing with very large quanti- 
ties it was necessary to commence making counts of the less active goods 
some ten days before the regular inventory date. This procedure, of 
course, called for special controls and a certain amount of re-checking 
to see that adjustments were made for any material which was issued 
after it had been inventoried. 


Although the plant is less than two miles distant from the ware- 
house we found that the control of items in transit between those points 
was not wholly effective. In one instance we found a railroad car in 
the freight yards, some half mile from our plant, loaded with raw 
materials from our warehouse. The car had been standing in the yards, 
incidentally accumulating demurrage charges, for a period of ten days 
or two weeks and no one at the warehouse or at the plant had been 
aware of it! 


Another interesting case concerned the basis of pricing an inven- 
tory of tungsten-carbide dies which was set up on the books at one of 
our plants some years ago. It had previously been the practice to 
charge the cost of these dies directly to operations when purchased, 
but in the course of several months the purchases were in such volume 
as to warrant charging the costs to a special inventory account and 
to amortize these costs. A senior clerk in the operating department 
concerned prepared an elaborate amortization schedule which, upon 
superficial examination, appeared to include all the factors required to 
compute current losses in value. The Cost Department accepted the 
schedule and used it as a basis for pricing the physical inventory of 
these dies. When we examined the schedule we found that an essen- 
tial factor in calculating losses had been omitted and as a result the in- 
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ventory of dies had to be re-priced throughout — and at substantially 
lower values. 


Some years ago we made a special review of the diamond-dies 
inventory at one of our plants and found several hundred dies which 
had not been recut for several years, and we concluded that these stones 
were worth no more than salvage value. Our point of view was con- 
tested but, fortuitous circumstances, we had an opportunity to 
obtain another independent opinion. It happened that one of our 
other plants needed a supply of diamond-dies in certain sizes and we 
arranged to send them some thirty of these questionable stones on a 
trial basis. Some weeks later they were returned, and the accompany- 
ing report on their worth confirmed our opinion. 


We also learned from this experience that the diamond-dies in- 
ventory was admirably suited for machine-tabulated listings and our 
internal auditors made the required installations at two plants. Even 
the operating men who objected to this innovation later conceded the 
superiority of the tabulating records over the hand-written cards form- 
erly in use. Under the new methiods the tabulator gives us all the per- 
tinent information for each die in the inventory and simplifies the lo- 
cating of items of a questionable nature. 





PUBLISHER'S NOTE 


Type forms from which the Internal Auditor is 
printed are held for thirty days. Authors of articles 
may order reprints in pamphlet form at nominal 
cost. May we suggest that inquiries be addressed to 
Brock and Wallston, 39 Atlantic St., Stamford, 
Conn. 
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THE OBJECTIVES OF THE INSTITUTE ARE: 

“EpUCATIONAL. To cultivate, promote and disseminate know!l- 
edge and information concerning internal auditing and subjects related 
thereto. To publish or cause the publication of books, articles, and 
other literature on the subject of internal auditing and practices and 
methods thereof. 

Ernicat. To establish and maintain high standards of integrity. 
honor and character among internal auditors. 

SociaL. To maintain a library and reading rooms, meeting 


rooms and social rooms for the use of its members. To promote social 
intercourse among its members. 


GENERAL. To do any and all things which shall be lawful and 
appropriate in furtherance of any of the purposes hereinbefore ex- 
pressed.”’* 


*Certificate of Incorporation. Tue Instrrure or Inrernat Avupitors, Inc., 1941, 











TYPES OF INTERNAL AUDITING 





O THE uninitiated, internal auditing is just plain internal auditing 

without any recognition of character or quality. To the experi- 
enced practitioner, however, the activity may be divided into two gen- 
eral classes: 


1. Clerical Auditing 
2. Managerial Auditing 
Clerical auditing is largely a policing function; a type of auditing 

that in the main consists of verifying the clerical accuracy and integ- 
rity of the records. In general it does not go much farther than check- 
ing mathematical computations, testing distributions, determining suf- 
ficiency of approvals, reconciliation of accounts, substantiating bal- 
ances, verifying adherence to policies and procedures, and similar 
routines. It is a type of auditing that can in most cases be predeter- 
mined; by that I mean it is a type of auditing for which one might draw 
up an audit program in advance and follow it “to the letter of the 
law.” It is an audit procedure that more or less follows a fixed pattern 
for all engagements. 


Standard audit programs, manuals of procedure, audit question- 
naires, and predetermined working papers can in general be used with 
little need for variation in the execution of the audit. 


Where the objective of audit is largely of a policing character this 
type of auditing may prove entirely satisfactory. 

Managerial auditing comprehends all the objectives normally ac- 
complished by clerical auditing, and in addition renders many special 
services helpful or necessary to management. 


The routines of clerical auditing are mere secondary objectives of 
managerial auditing. The managerial auditor does not neglect or 
discount the objectives of clerical auditing but merely considers them 
as incidental to a larger and more important objective. He views the 
whole engagement, each feature, each business transaction, the pro- 
cesses of operations, et cetera, through the eyes of management. Conse- 
quently, he is able to make managerial evaluations and determinations 
that result in real benefits to his company. 


—Ear_te H. CUNNINGHAM 
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REPORT OF INDUSTRIES COMMITTEE 


CHARLES J. HILL, Chairman 


A a result of questions submitted by members on Reminder Cards, 
which were distributed early this year, five group circulariza- 
tions (Banks and Trusts, Iron and Steel, Machinery and Equipment, 
Petroleum, and Utilities) and one general circularization have been 
made. The results of the individual questionnaires are being distrib- 
uted directly among the Members of such groups, and those of the 
general are tabulated below. There is much valuable information re- 
vealed in these responses which no doubt will prove helpful to many 
Members in setting up or revising their own auditing programs. 


Altho all Members did not -respond to the general questionnaire, 
the number who did was encouraging, and we believe that the practice 
is worthwhile and we will continue to submit questions for general 
response whenever Members make such requests. 


The replies to the question on co-ordinating the work of the Inter- 
nal Auditor with that of the Public Accountants are particularly inter- 
esting and seem to indicate that many Members—including Associate 
Members—could restudy existing arrangements in the light of prac- 
tices disclosed by this survey. 


A number of companies who have completed Auditing Procedure 
Manuals have indicated that they would submit them for retention 
in the Industries Committee files, and also permit their use by other 
Members. The names of such Members can be obtained from group 
representatives or the Chairman of the Committee. Possibly there are 
many Members who contemplate, or are at the present time preparing 
manuals of procedure, and the experience of fellow Members might be 
of assistance. 


Following is a tabulation by groups of the number responding to 
the questions submitted on this general questionnaire, circulated in 
June, 1946, with notes showing special comments made by certain 
Members in answer to detail questions. 
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GENERAL QUESTIONNAIRE — JUNE 1946 


GROUPS 


QUESTIONS 


A—Does the Auditing Department check personnel 
performance, e.g., ability, efficiency, etc.? 

B—Does it cover all employees and all depart 
ments? 
If not, please enumerate types of employees and 
departments covered 

C—Does it cover supervisory employees of the level 
of department superintendent or department 
manager? 
And above that level? 

D—Is the assignment handled by the regular Audit 
ing Department Staff? 
If not, please indicate who handles it 

E—Is it an annual audit on a cycle basis? 

If not, please indicate-frequency 


2. To what extent does your Auditing Department co 





ordinate its work with that of the public ac- 
countants: 

A—Preparation of detailed working papers through- 
out the year for use and retention by public 
accountants? 

B—Staff members assigned io work at the direction 
of the public accountants at the year end? 

C—Copies of all internal audit reports prepared for 
review by public accountants? 

D—Joint securities count? 

E—Joint circularization of accounts receivable? 

F—Preparation of annual internal audit program 
to include internal audits suggested by public 
accountants? 

G—Joint verification of inventories? 

H—Close correlation of activities maintained 
Cash verification and certain other features 
Joint verification of accounts payable 
Joint cash audit 
General collaboration and assistance as needed 
Numerous questionable transactions referred by 
public accountants to internal auditors for 
clearance 
Joint maintenance of property records 
Entire program planned in conjunction with 

public accountants 


to 


to 


> 


to 


Ww w 
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GENERAL QUESTIONNAIRE — JUNE 1946 


Insurance 
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GENERAL QUESTIONNAIRE — JUNE 1946 


The Internal Auditor 


GROUPS (*) 


QUESTIONS 


H—(Continued) 
Auditing staff assists National Bank Examiners 
and prepares certain schedules 
Public accountant reviews program with Audi- 
tor during Annual Directors Examination 

A—In the event of a <defalcation, does the Internal 
Auditor take charge of the affected office (or 
department) until responsibility and extent have 
been determined? (See Note No. 2) 

B—If yes, does the Internal Auditor: (See Note 
No. 2) 

Question suspects? 

Suspend employees? 

Assume other management responsibilities? 
C—If the latter, please enumerate. (See Note No. 1) 
D—If fidelity bonds are audited, is the Internal 

Auditor responsible for: 

Recommending amount for first coverage? 

Checking adequacy, periodically, of existing 

coverage? 

-Does the Auditing Department prepare a man 
ual of its own audit procedures? 

B—If yes, does it cover in detail, all procedures? 

C—Is it revised, if necessary: 

Continuously? 

Before each audit? 

After each audit? 

Periodically? 

D—Would you submit a copy for the files of the 
Industry Committee? (See Note No. 3) 


E—Would you permit that copy to be loaned to 
other members? 


Notes: (1) Questions 1—B, 1—D, 1—E and 3—C—— 


The replies to these questions were varied and represented no distinct trea 
either by industry groupings, or in the aggregate. 


any member upon request. 


Questions 3—A and 3—B—— 
AvIATION GRouP 


One company stated that the auditors cooperated with the Investigation IJ 


Automotive 


& Allied Aviation 


Yes No Yes 
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partment when cash or accounting records, or controls are involv 


Foop AND Beverace Group 


Certain companies indicated that the Internal Auditor would take - 
‘Depends u 
calibre of available supervisory personnel not involved. Works u 


only under special circumstances, that is: 


1 company— 
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GENERAL QUESTIONNAIRE — JUNE 1946 
GROUPS (*) 


Machinery 
and Equip- Utilities Miscel- 
ment Manu- Petroleum & Trans laneous 
Insurance facturers & Chemicals portation Companies TOTAL 
Yes No Yes No Yes No Yes No Yes No Yes No 
1 
1 
8 4 g 17 8 10 10 18 11 23 87 109 
8 — 5 + 8 _ 8 2 9 2 73 14 
3 5 3 6 2 6 4+ 6 + 7 + 50 
6 2 1 8 1 7 - 10 5 6 52 
— 9 + 20 3 13 5 16 9 16 26 124 
+ 5 8 16 8 6 9 12 15 9 61 68 
8 5 19 7 14 7 19 10 18 12 146 57 
7 1 15 10 2 16 2 12 7 107 35 
s Ss ' 3 ee 
+ 3 10 11 7 —— 8 8 10 2 78 35 
2 + 9 8 5 —_— 10 6 11 5 59 27 
— — 5 —- = a - - 6 
1 5 4 15 7 5 10 9 5 45 84 
1 4 3 16 4+ 5 5 == 7 6 41 65 
Total Number of Companies replying — 212 


to an extent is directed by divisional executives;” 2 companies—“When the 
Accountant in charge is under suspicion;” 1 company—“When Management 
is involved;” 1 company—“In case of large defalcations in main office;” and 
1 company—“In conjunction with Management by recommendation.” 





Many companies qualified their answers as follows: “Manual in process of re- 
vision but will submit when complete;” “Just recently instituted and will be 
edited considerably before being available;” “Copies given only to Public Ac 
countants and Board of Directors;” “Used only in Auditing Division;” “It would 
not be generally applicable;” “Department operating manual, general policies, 
practices, procedures and instructions but not detailed audit rc or pro- 
cedures;” “Would answer questions but not submit the manual of procedures.” 


Compilation for the Iron, Steel and Coal Group was not available at the time copy was released 








OFFICERS AND DIRECTORS 


of 


THE INSTITUTE OF INTERNAL AUDITORS, INC. 
FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 1946 


OFFICERS 
President: CURTIS T. ATKISSON 


Ebasco Services, Incorporated 

ist Vice President: ARTHUR E. HALD 
Consolidated Edison Company of New York, Inc. 

2nd Vice President: ARTHUR J. E. CHILD 
Canada Packers Limited 
Treasurer: THEODORE G. ZEH 

American Surety Company of New York 
New York Casualty Company 
Surety Fire Insurance Co. 


Secretary: ROBERT L. GERAGHTY 
Shell Oil Company, Incorporated 


Three Year Directors DIRECTORS 
Term expiring 1948 G. T. BODMAN 
Continental Oil Company 
VICTOR Z. BRINK 


Continental Industries, Inc. 


BRADFORD CADMUS 


Standard Brands, Incorporated 


Term expiring 1947 JOSEPH J. CLAIR 
Metropolitan Life Insurance Company 
CHARLES J. FUE 
The Brooklyn Union Gas Company 
CHARLES S. WEBSTER 
National Biscuit Company 


Term expiring 1946 NEAL C. KENNEDY 
Anaconda Copper Mining Company 
HENRY L. PAYTE 
American Radiator & Standard Sanitary Corporation 
PHILLIPS C. SALMAN 
Socony-Vacuum Oil Company, Inc. 


One Year Directors 
PETER J. BUZANGA 
Consolidated Edison Company of New York, Inc. 
GORDON G. CROWDER 
Peabody Coal Company 
WILLIAM J. FARNAN 
General Baking Company 
CHARLES J. GHESQUIERE 
The Detroit Edison Company 
CHARLES J. HILL 
The Peoples Gas Light and Coke Company 
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Past Presidents 
1941 - 1942 


1944 - 1945 


Chicago 
Cleveland 
Dayton 
Detroit 

Los Angeles 
Miami 
Montreal 
New England 
New York 


Philadelphia 





Pittsburgh 
Saginaw Valley 
San Francisco 


St. Louis 


Toronto 











Officers and Directors 


One Year Directors (Cont'd) 


HERBERT G. KIMBALL 
Lockheed Aircraft Corporation 


J. ERNEST LAURIE 
Prudential Insurance Company 


JOHN B. THURSTON 
Trans World Airline, Inc. 


ROBERT B. MILNE 

Columbia Engineering Corporation 
WILLIAM H. GARBADE 

Shell Oil Company, Incorporated 


ALAN LAUCKNER 
Central Hanover Bank and Trust Company 


Presidents of Chapters 


LE ROY R. HAAS 
Chicago Title & Trust Co. 


DANIEL H. JOHNSON 
Pickands Mather & Co. 


ARTHUR C. CHESNEY, JR. 
The Chas. Sucher Packing Co. 


EARLE H. CUNNINGHAM 
General Motors Corp. 


EDWIN W. GREENLEAF 

The Dow Chemical Company 
RALPH E. AYERS 

Sears, Roebuck & Company 
REGINALD UDEN 

Canada Packers Limited 
PAUL E. TIERNEY 

John Hancock Mutual Life Insurance Company 
HERBERT C. M. COBB 

Worthington Pump & Machinery Corp. 
FRANK M. FISHER 

The Lehigh Coal & Navigation Co. 


WILBERT A. WALKER 
United States Steel Corp. of Delaware 


GLENN A. CORNING 

Buick Motor Division, General Motors Corp. 
ARTHUR H. KENT 

Standard Oil Company of California 
JOSEPH G. LOUIS 

McDonnell Aircraft Corp. 


WILLIAM J. L. TOWNSEND 
Canada Packers Limited 






























Standing— 


Executive: 
Budget & Finance: 


Membership & Chapter 


Formation: 


Admissions: 


Auditing: 


Other— - 
Advisory: 


Chapter Activities: 


Cooperation with Other 
Organizations: 


Digest of Other 
Publications: 


Editorial—T he 
Internal Auditor: 


Educational: 


Industries: 


INSTITUTE COMMITTEES 


YEAR ENDING SEPTEMBER, 30, 1946 


BRADFORD CADMUS, Chairman 
ARTHUR E. HALD 
J. ERNEST LAURIE 


WILLIAM J. FARNAN, Chairman 
PETER J. BUZANGA 
CHARLES S. WEBSTER 


JOSEPH J. CLAIR, Chairman 
G. T. BODMAN 

GORDON G. CROWDER 
CHARLES J. GHESQUIERE 
R. J. HARRIGAN 


NEAL C. KENNEDY, Chairman 
CLIFFORD A. WATKINS 


J. K. LAURENTZ, Chairman 


ALAN LAUCKNER, Chairman 
WILLIAM H. GARBADE 
ARTHUR E. HALD 

ROBERT B. MILNE 


ARTHUR J. E. CHILD, Chairman 
PHILLIPS C. SALMAN, Chairman 


WILLIAM VY. CARVER, Chairman 


CHARLES J. FUE, Chairman 
c/o The Brooklyn Union Gas Company 
176 Remsen St., Brooklyn 2, N. Y. 


MAX A. KENYON 
EDWARD J. NOVOTNEY 


EARLE H. CUNNINGHAM, Chairman 
VICTOR Z. BRINK 

ARTHUR J. E. CHILD 

GORDON G. CROWDER 

HENRY L. PAYTE 

PHILLIPS C. SALMAN 


CHARLES J. HILL, Chairman 

c/o The Peoples Gas Light and Coke Company 
122 South Michigan Avenue 

Chicago 3, Illinois 
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Other Committees (Cont'd )— 
Industries (Cont'd): 


Automotive AND ALLiep INpUsTRIES 
A. L. SIMPSON, Representative 
c/o Chrysler Corporation 
341 Massachusetts Ave. 
Detroit, Michigan 


AVIATION 
HERBERT G. KIMBALL, Representative 
c/o Lockheed Aircraft Corporation 
Box 551 - Factory B 
Burbank, California 


Banks AND Trust CoMPANIES 
ARTHUR E. DUANE, Representative 
c/o American Trust Company 
464 California Street 
San Francisco 20, California 


Foop, Bevenace AND Re _atep ComMPpaNIes 
FRANK B. NICHOLSON, Representaiive 
56 Driving Park Avenue 
Lynbrook, New York 


INSURANCE 
J. KENNETH SULLIVAN, Representative 
c/o Phoenix Mutual Life Insurance Company 
79 Elm Street, Hartford, Connecticut 


Inon, Stee., Copper, Coat anp Coke 
DWIGHT L. DAVIDSON, Representative 
c/o American Steel & Wire Company 
Joliet, Illinois 


MAcHINERY AND EquipMeENT MANUPACTURERS 
F. G. ROBERTS, Representative 
c/o S K F Industries, Inc. 
Front St. and Erie Ave 
Philadelphia 34, Pa. 


PeTROLEUM AND CHEMICAL COMPANIES 
G. T. BODMAN, Representative 
c/o Continental Oil Company 
Drawer 1267 
Ponca City, Oklahoma 


Pusiic Uriities 
JOHN G. REYNOLDS, Representative 
c/o The Brooklyn Union Gas Company 
176 Remsen Street, Brooklyn 2, N. Y. 


MisceLLaNgzous CoMPANIES AND AGENCIES 
H. C. YETTER, Representative 
c/o Owens-Illinois Glass Company 
Ohio Building, Toledo 1, Ohio 
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Other Committees (Cont’d)— 


Publication Policy: ARTHUR E. HALD, Chairman 
WILLIAM H. GARBADE 
ROBERT B. MILNE 


Research: VICTOR Z. BRINK, Chairman 
ARTHUR J. E. CHILD 
EARLE H. CUNNINGHAM 
CHARLES J. HILL, ez officio (as Chairman 
of Industries Committee) 
HERBERT G. KIMBALL 
ALAN LAUCKNER 
ROBERT B. MILNE 


Tellers: JOHN G. REYNOLDS, Chairman 


1946 Year Book: ROBERT L. GERAGHTY, Chairman 





Fifth Annual Conference: ARTHUR E. HALD, General Chairman 


ProcraM 
BRADFORD CADMUS, Chairman 
VICTOR Z. BRINK 
EARLE H. CUNNINGHAM 


Hore, ARRANGEMENTS 
PETER J. BUZANGA, Chairman 


Hotei ResERvaTIoNns 
A. EUGENE ADAMS, Chairman 





RECEPTION 


JOSEPH E. GLASS, Chairman - 


REGISTRATION 
ROBERT L. GERAGHTY, Chairman 


PuBLiciTy 
ALLEN HOWARD, Chairman 


EXHIBITS 
HERBERT C. M. COBB, Chairman 


Bupcetr AND FINANCE I 
DAVID B. MATHIAS, Chairman 





Director of Research 
VICTOR Z. BRINK 











MEMBERSHIP BY CHAPTERS 
CHAPTER July 31, 1946 Sept. 30, 1945 
Chicago 85 69 
Cleveland 38 35 
Dayton 32 27 
Detroit 86 81 
Los Angeles 105 94 
Miami 22 17 
Montreal 42 24 
New England 32 26 
New York 218 205 
Philadelphia 60 48 
Pittsburgh 29 24 

(A) Saginaw Valley 18 — 
(B) St. Louis 16 — 
San Francisco 62 52 
Toronto 37 31 
Non Chapter 105 88 
Totals 987 821 
Date of Authorization by Board of Directors 

(A) May 21, 1946 

(B) June 24, 1946 











SUPPLEMENTAL LIST OF NEW MEMBERS 
AND BUSINESS AFFILIATION CHANGES 


MAY 1, 1946 TO JULY 31, 1946 


SIEGBERT ALTMANN HERBERT M. BARRY 
Wisconsin War Fund, Inc. and Burlington Mills Hosiery Co., Lid 
Wisconsin U.S.0. Campaign Committee (New Business Affiliation) 


BERT ANSPON 


International Harvester Company 


JOSEPH E. BARRY 
Canvas Products Company 
JOSEPH A. ASH (New Business Affiliation) 
Holly Sugar Corporation OWEN K. BELL 


WILLIAM L. AUTHENRIETH Accounting Service Company 
Cities Service Oil Co. (Pa.) (New Business Affiliation) 
WALTER A. BAIR GLADWYN BENTLEY 


Buick Motor Div., General Motors Corp. Buick Motor Div., General Motors Corp. 
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HOWARD BISHOP 


The Bell Telephone Co. of Pennsylvania 


JOHN G. BITTNER 
General Foods Corporation 


ROBERT A. BLATZ 
Southern California Edison Co., Ltd. 
(New Business Affiliation) 


L. G. Van R. BREITNER 
Niagara Duplicator Company 
(New Business Affiliation) 


HARRY J. BRUSSELBACK 
Brusselback Audit Company 


THOMAS BURGESS, JR. 


The Mutual Life Insurance Co. of N. Y. 


DAMIEN CAMPEAU 
The National Breweries, Ltd. 
FRANK W. CELIO 
Metropolitan Life Insurance Co. 
(New Business Affiliation) 


JOHN T. COOPER 
The Davison Chemical Corp. 


FRANK A. COSTA 
Knust, Everett & Cambria 
(New Business Affiliation) 


HAROLD R. CUTHBERT 


Bemis Bro. Bag Company 


HENRY B. DAVIDSON 


American Trust Company 


J. P. DESJARDINS 
The National Breweries, Ltd. 


CARL V. DODGE 


E. I. du Pont de Nemours & Company 


J. GORDON DURNING 
Worcester School of Business Science 
(New Business Affiliation) 


ALFRED ENERUD 


Boston Mutual Life Insurance Co. 


MICHAEL N. FEKETE 
Audit Company 
(New Business Affiliation) 


LARRY J. FLOYD 
Ransohoff’s 
(New Business Affiliation) 


DOUGLAS A. FORSYTH 
The Detroit Edison Company 





RICHARD L. GOODELL 
The Leland Stanford Junior University 


RICHARD N. GRAEHL 
Everts & Eseno 
(New Business Affiliation) 


RICHARD G. GREEN 


Socony-Vacuum Oil Co., Inc. 


LUDOVIC J. GRONDIN 
City of Verdun 


JOSEPH GROSSMAN 
Kelly, Grossman & Smith 
(New Business Affiliation) 


WARD DON HENDERSON 
The Goodyear Tire & Rubber Co. 


CHARLES R. HEUSER 
United-Rezall Drug Company 


EDGAR S. HILL 
Freeport Sulphur Company 


ALLEN J. HOOST 
American Newspaper Advertising 
Network, Inc. 

(New Business Affiliation) 


A. FRASER HUTCHISON 
A. Fraser Hutchison & Associates 
(New Business Affiliation) 


ALFRED L. HUTCHISON 
Jones & Laughlin Steel Corp 


ARTHUR M. HVOSLEF 
MacLeod & McManus 
(New Business Affiliation) 


JOHN FRANCIS INGELLIS 
Metropolitan Life Insurance Company 


WILSON P. JEANNELLE 
Boatman’s National Bank of St. Louis 


WOODROW S. JESSON 
Fox West Coast Theatres Corp. 
(New Business Affiliation) 


F. M. KASSINGER 
The General Tire & Rubber Co. 


BEN W. KLUG 
Hardwood Floors, Inc. 
Southern Flooring Co., Inc. 
(New Business Affiliation) 


ROBERT H. KOFF 
Fairchild Aircraft Div. of 
Fairchild Engine & Airplane Corp. 























LAWRENCE J. KOURT 
Revlon Products Corporation 


VICTOR A. LONG 
Buick Motor Div., General Motors Corp. 


ERWIN P. LUDMAN 
Capitol Records, Inc. 
(New Business Affiliation) 


KEITH L. MacARTHUR 
Swift & Company 
(New Business Affiliation) 


DONALD K. McALLEN 
Anchor Hocking Glass Corporation 


ROBERT F. McCAMMON 
Girard Trust Company 


JOHN LORN McLEAN 
British Columbia Power Corp., Ltd. 
(New Business Affiliation) 


GRANVILLE W. McROBERTS 
Imperial Tobacco Co. of Canada, Lid. 


CHARLES DAVID McVEY 
Columbia Steel Company 


HARRY H. MEYER 


ometco 


J. M. MIREAULT 
University of Montreal 


JOHN APPLEGATE MOORE 
H. S. Dorf & Company, Inc. 
(New Business Affiliation) 


C. E. MOQUIN 
The National Breweries, Ltd. 


FRANK C. MULLER 
(Establishing own business) 
(New Business Affiliation) 


FREDERICK T. MUNCIE 
F. T. Muncie & Company 
(New Business Affiliation) 


KENNETH W. MYERS 
Buick Motor Div., General Motors Corp. 


CARL A. NELSON 
Northwest Airlines, Inc. 


RALPH E. NEWLIN 


Ben Venue Laboratories, Inc. 


WILLIAM H. NICOLAI 
Buick Motor Div., General Motors Corp. 


J. AMBROISE QUEVILLON 
The National Breweries, Ltd. 


Supplemental List of Members 


LOUIS E. PELTON 
The Di-Noc Company 
(New Business Affiliation) 


DeWITT C. POND, JR. 
Bloomingdale Bros., Inc. 


NICHOLAS M. REBEL 
Adel Precision Products Corp. 


JAMES K. REDDEN 
Allis-Chalmers Mfg. Co. 
(New Business Affiliation) 


MAURICE RENAUD 
The National Breweries, Ltd. 


RUSSELL B. RICH 

Eastern Aircraft Div., 

General Motors Corp. 
(New Business Affiliation) 


GEORGE RICHARDSON 


Dominion Bank 


RUBEN D. RIVERO 
Medina y Rivero 
(New Business Affiliation) 


THOMAS W. SAMPSON 
Florida State Theatres, Inc. 
(New Business Affiliation) 


PETER A. SCHLENKER 
Transfilm, Inc. 
(New Business Affiliation) 


CHARLES E. SHAWEN, JR. 
Winters National Bank & Trust Co. 


FRANK T. SHERLOCK 
Wansley, Crandall 
(New Business Affiliation) 


ALBERT E. SMITH 
Office of Audit 
Production & Marketing Administration 
Department of Agriculture 
(New Business Affiliation) 


DAVID SPIELMAN 
Franklin Stores Corp. 
(New Business Affiliation) 


WILLIAM C. TALLEY 
United Rezall Drug Company 
(New Business Affiliation) 


JOHN B. THURSTON 
Trans World Airline, Inc. 
(New Business Affiliation) 


HARRY L. VINCENT 
The Toronto General Trusts Corp. 
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A. A. VOGEL _ WILBERT A. WALKER 
R.C.A. Victor Div., Radio Corp. United States Steel Corp. of Delaware 
of America 
(New Business Affiliation) ROBERT F. WELCH 
H. 0. WAGNER American Bemberg Corp. and 


Jewel Tea Company, Inc. North American Rayon Corp. 


JOSEPH J. WAHL LEROY WILLIS 
The Detroit Edison Company (Own Business) 


ARTHUR HENRY WAIT (New Business Affiliation) 


Clarkson, Gordon & Company RICHARD H. WRIGHT 


FRANKLIN E. WALKER Ed Krist Company | 
Gerber Products Company (New Business Affiliation) 
TRANSFERS RESIGNATIONS 
Junior to Full Membership JAMES S. ANDERSON 
JOHN R. DONELIK MISS VIVIENNE L. BALLINGER 
HARRY ALBERT REITZ ALBERT CRUM 
ALWIN WHITMER WEIGEL E. L. FARMER 


ROBERT E. FULTON 
FRED C. HARDY 
GEORGE W. JEDLICKA 
MICHAEL J. LAVIN 
GEORGE C. SCOGGIN 
ARTHUR W. SIMMONS 
IRA P. TILTON 
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RELEASED FROM MILITARY SERVICE 


Ciass CHAPTER RELEASED 


Member New York MATHIAS, DAVID B. January 21, 1946 
Bankers Trust Company 
16 Wall Street 
New York 15, N. Y. 


Non-Chapter MURISON, ALLEN EUGENE March 4, 1946 
P. O. Box 567 
East Northport, L. L, N. Y. 
(Leslie, Banks & Company) 


? New York SCHARFFENBERGER, GEORGE T June 10, 1946 
Federal Telephone & Radio Corp 
200 Mt. Pleasant Avenue 
Newark 4, N. J. 


New York SMITH, ALBERT E. April 20, 1946 
4306 Walnut Street 
Philadelphia 4, Pa. 
(Office of Audit) 
(Production & Marketing Administration) 
(Dept. of Agriculture, Washington 25, D. C.) 


Associate New York PRICE, LEONARD July 31, 1946 
Klein, Hinds & Finke 
60 East 42nd Street 
New York 17, N. Y. 


Junior Non-Chapter BARNES, LAWRENCE Dec. 13, 1945 
867 Van Buren Street, N. W. 
Washington 12, D. C. 
(Potomac Electric Power Co.) 


- New York GORDON, SAMUEL E. Marca 6, 1946 
501 Brightwater Court 
Brooklyn 24, N. Y. 














EMPLOYMENT SECTION 


HE Employment Section is intended to be of assistance 

to InstrruTrE members desiring to make new connec- 
tions and to companies having internal auditing positions 
available. The names of interested members or of com- 
panies requesting space in this section will remain anony- 
mous, if desired. 


All communications should be addressed to The Secre- 
tary—Tue Inszirute oF INTERNAL AupitTors, Room 404, 
120 Liberty Street, New York 6, N. Y. Reference should 
be made to the Box “E” number. 











POSITIONS WANTED 


Accountant-Auditor—16 years’ exper- General Auditor in early forties desires 
ience as Internal Auditor for large man- to locate with company in New York or 
ufacturing company where presently New Jersey. Extensive manufacturing 


employed, desires to make change. and financial background. Capable of 
Would like position as Accountant— assuming treasury responsibilities as well 
Office Manager, or Assistant to Comp- as supervision of Auditing or Account- 
troller. Present salary $4,800.00 Ad- ing. Present salary $6.500. Address 
dress Institute Secretary, Box E 135. Institute Secretary, Box E 137. 


SUBSCRIPTION ORDER 


Tue INTERNAL AUDITOR, 
120 Liberty Street, 
Room 404, 

New York 6, N. Y. 


Please enter my subscription for THe INTERNAL AupIToR 
SE csssisisnteweniabess year(s) beginning with the issue for the .............. 
quarter, at the rate of $4.00 per year. 


I enclose $.................... in payment thereof. 


(Signed) ...... viidbducbicnissieeies wubee peeantncsonpokuldupsiigeassniseieaniaa 
0 rare: 1 cuntiwhsenipinoccn dies tacea ' 
City 


























